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Sentite Panel to Review Charges « on Chief of CLA, 


By JUDITAMILLER: 

~° Spaeiad wo The New York Times (027 
WASHINGTON, July 17-~ The Senate 
Intelligence Comunittee today ordered 
its staff to review charges of financial 
impropriety. against William J. Casey, 
Director of Central Intelligence. ~*~" 
“We have decided, relative to Mr. 
Casey, to ask our legal staff to look into 
whatever matters might be hanging,” 
sald Senator Barry Goldwater, chair- 


Arizona Republican told eden: that 
‘he inquiry would focus on Mr. Casey's 
financial dealings, nes Specineally on what 
he called “the Louisiana transactions.” 
This was an allusion toa court finding 
that Mir. Casey had helped to drive Mul- 
tiponics Inc., an agribusiness concern 
that went bankrupt in 1971, “deeper and 
deeper into dete” and had. Roowingly 
milsled investors iu the company.‘ 
.. Other committees members sald that 
the review would also focus on security 


at the intelligence agency, |. 


and on.the relationship between Mr. 
Casey and Max C. Hugel, the agency’s 
former chief of clandestine operations. 
Mr. Hogel, a Reagan campaign official 
with litte experience in intelligence, re. 
signed Tuesday in the wake of 
. that be had participated in fraudulent 
’ geyurities transactions in the 1970's. Mr. 
Hogel has dented the allegations. : 


Inquiry to Bezin Immeriately- 


Mr. Goldwater said that the inquiry }-you 


would immediately. Tyo bours} 


“said in anintervierw. -+- : 
- Both: Mr.. Goldwater and Mr, Baker 


nority: ie to Gus Nea] 
for the .review. Another meeting is 
scheduled early next week, a committee 
official said. 
At the same time, Senator Goldwater 
expressed confidence in Mr. Casey and 
Sad that he should not resign: Similar 
sentiments were expressed by the Sen- 
ate majority leader, Howard H. Baker 
Ir..of Tennessee, an ex ofticio meraber 
of the intelligence panel... 


ae a, ” 


“> “Y support him, and i will continue to 
rman of the Senate Select ee on support him unless information !s devel- 


to indicate otherwise, Ge Cakes 
ie RES She, 


attempted to play down the seriousness 


‘of the the inquiry, calling ita “‘review,’” 


not a formal ‘‘investigation.”” However, 
neither precluded a change of heart ora 
further’ investigation of - Mr. 


should there be additional L charges of 


impropriety. - 
_Atthe White House, David R: Gergen, 


' President Reagan's senior spokesman, 


said that Mr. Reagan was *very firm” 


per confidence in Mr.Casey. . 


Mr: Gergen said that the White House 
would “ecoperate with regard to what 
questions the committee might have,’ 
but added that there was concern at the 
White House that. “this net Pe pipwe 
ofproportion.” oe. 

Mr.. Goldwater agreed, sa ying: “The 


press has made a mountain aut of a: 
-molehill. Now wait until the hill gets big.. 


Wait until the bugs start crawling cut of 
it, and then you may have something, or 
may not.’’ 

_ Mr. Goldwater said he. had’ not dis. 


begin 
es ee oh te ete cussed’ ‘the charges’ relating to Mr.. 


counsel, met with the intelligence} Casey or Mr. Hugel with President Rea- 
commie: oa majority. and mi- gan. ee added, however, that he would 


Steet ok Late, 


draft a report to Mr. Reagan when 
review was complete. 5 


Despite his’ calm demeanor siz! 
Mr, Goldwater, like. other members, 
was said to have been ‘“furicus,’” act 
cording to a committee member, a 
Mr. Casey's failure to inform the pare 
about Mr. Hugel’s difficulties and abou 
the latest developments in Multiponics 
investors’ charges agalnst him. cate 


Mr. Goldwater acknowledged today 
ie had raised the issue with Mr. 
UT think he dia try to get tn touch wit 
me,’” Mr. Goldwater added, “but I was 
cating dan shone dicaria ed 
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Casey, Hugel | 
) & 


: 
face Possible | 
Senate Probe 


By George Lardner Jr. 
Washington Post staff Writer - 
The Senate Intelligence 
Committee has begun a pre- 
liminary inquiry into allega- 
tions of financial’ misconduct 
by both CIA Director Wil-- 
liam J. Casey and his former 
chief of covert - operations, 
Max Hugel. we 
Senate Majority:. Leader 
Howard H. Baker {R-Tenn.),’ 
an ex officio member, said 
“the committee ordered a re- 
view of “the whole package” 
‘of various accusations involv- 
ing the two men i unrelated 
cases. ae 
_ “Yes, I'd sav he’s in trou- 
ble,” Baker initially “told re- 
* pocters — inquiring ~' “about 
Casey's status. Moments lat-. 
ez.” however, he amended 
that a3 a bit too strong. He. 
said “concern” was a better 
word for the moment | 
“A number of | senators. 
have expressed concern to. 
me” about Casey, Baker said,” 
Hugel resigned as deputy 
CIA director for operations | 
Tuesday morning after: The 
Washington Post reported. 
that two former Wall Street. 
stockbrokers who had busi. 
ness dealings - with~-Hugel | 
were accusing him of illegal: 
or improper stock . trading. 
practices in the early 1970s... 
At the same time, court: 
rulings critical of Casey's. 
connections with a now. de-- 
funct New Orleans company, :| 
Multiponics-Inc., began stir- 
faving. | “Sie hae 4 
In gne case involving Mul.. 
tiponics, an agribusiness firrn.. 


Approved 


. Ky.) said committee colleagues he’d; 


denounced the report as “a malicious 


‘is remaining in the job only because 


“the word is out that Casey is in 
‘trouble, with Goldwater and in the 


.. Sen. Lloyd Bentsen (D-Tex.), whe 


Fowifestedentinga05/11/28 : C 


which went bankrupt in 197 La US] 
appellate court wrote that Casey and: 
other directors of the company had: 
driven it-“deeper and deeper into. 
debt.” The court stymied an effort 
by the directors to claim part of the: 
assets of the bankrupt conipanuy, 
Then, in separate litigation, a fed- 
“eral judge in New York held in May 
that Casey and the other Multi- 
ponics officers and. directors had 
knowingly misled potential investors 
in @ $3.5 million fund-raising effort 


for the company. a 

Other members of the Senate In- 
telligence Committee told reporters 
that a decision on a formal inquiry 
will not be made until the staff re- 
view is submitted. - “doe 


Sen. Walter’ D. Huddleston (D2 


spoken: to were “moré . concerned 
about Casey than Hugely iho 5 
" Chairman- Barry Goldwater (R=: 
Ariz.) could not be reached for com- 
ment following a report that he had 
told some fellow senators he felt 
‘Casey “should“be removed as. CIA 
director.” Speaking: for; Goldwater, | 
Katherine Grammer said the senator 


HG.” ean he a oe. 
Committee sources.- said Casey 
met with Goldwater. privately Wed- 
nesday, but did- himself neither 
much good nor much harm. Gold- 
water and others reportedly are cha- | 
grined .by: the fact that the CIA 
failed to inform the senators about 
the Hugel matter before it appeared 
in The Post. 72 
" Several Senaté sources said Casey 


Reagan wants him to stay and only 
if no more derogatory information 
surfaces about his investment career. 

Despite all the public disclaimers, 
one source close to Sen. Baker said, : 


White House. Not with Reagan, but 
in the White House.”.. - ; 


also sits on the Intelligence Commit-. 
tee, said the staff inquiry would also 
include a look at the CIA’s security | 
procedures due to its failure to raise} 
even’‘a “mild alarm’ about He 


e CIA has a reputation for 


making very detailed investigations, 


Bat Bhi nee anc. * 2. Bh. ae 
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Bentsen told reporters. “I think they| 
obviously did a very poor job in 
checking out a man for a very séns! 
sitive post.” aid 
Another committee member, Sen. | 
David Durenberger (R-Minn.), said | 
he had “a bit of concern about Bill 
from the beginning.” 
Durenberger said if Casey is 
faulted. for his judgment about 
‘Hugel, he should be credited for his 
selection of Adm. Bobby. Inman as 
the CIA’s deputy director. The 
widely popular -Inman, a. former 
head of the National Security Agen- 
cy and Goldwater’s original prefer- 
ence as CIA director, makes it easier 
for the senators to contemplate 
Casey’s departure. > «+: , 
White House chief of staff James 
A. Baker ITI took what appeared to 
be a carefully controlled slap. at 
Casey” ~yesterday. JAsked*? about 
Hugel’s inexperience, Baker: replied: 
“We would hope that in the. future 
due consideration would be givert to- 
professional. expertise for this - posi-- 
tion.” — Toes FACE Ag 


In connection with the’ Multi-| 


‘ponics case,. Casey told The ‘Wash- 
ington Post. that he “never misled 
anyone” in stock-offering circulars. | 
I didn’t prepare the circulars. I 
had a technical responsibility. as -a 
director,” he said. Sse, 40's 
A review of court records, howev-. 
er, shows that the question of con- 
trol over the contents of the circulars 
-has been hotly contested in the law- 
suit. Casey served not only as a di- 
rector of the firm but as corporate 
secretary and legal counsel. = oy ++. 
An FBI agent checked “out. the 
Multiponics litigation file at the U.S. 
courthouse in New York City Wed- 
_nesday. A New York FBI spokesm 
-tefused to comment, but Justice De- 
partment spokesman Tom .DeCair 
said later that the agent-had been 
dispatched at the request of White 
House counsel Fred F. Fielding. .. « - 
' White House spokesman Larry 
Speakes said yesterday: that: the 
Multiponics litigation had not-been 
brought. to the president’s attention’ 
last winter because Fielding, “in his 
discussions with Casey, made a de- 
“termination” that this was not nec-_ 
essary. DeCair-told-a- reporter. that 


DP91 -009b1d2a0 Oe:010 180 Giby xbw in order 


‘to-read the May 19 ruling. <-+~' = 
Staff writers Patrick: Tyler, Lou 


Y 4 ee Or a A a < Sere Tf 


STAT 
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Reagan, Vice President George Bush and other 
senior officialsreacted to it Wednesday by reaf-. 
firming their support for Casey. 


3 


fete 


CHA Dire ector ! Another charge against Casey surfaced yester: : 
‘| day. Exactly a year earlier, a three-judge panel 
‘Faces Probe of | of the Sth U.S. Circuit Court of Appeals in New 
“ Orleans had ruled unanimously that he and other’ : 
+B =D j- directors drove Multiponics Inc., a now-failed.~ 
usIness: ka New Orleans farming venture, “deep and deeper.» 
: *paectie ~ g- tes 
By Henry ¢ Bradsnon. - dae iwe By dnenegins it in a “pattern of sells : 
Washington Star Staff Writer ©” * Casey's lawyer said Casey lost $150,000 as a re ° 
' Senate Majority Posden Howard H~ sult of the ruling, which ted to the company’s re-- 
‘Reverie said yésterday thattheSen-.{ maining assets’ eing ‘divided among creditors. ¢' 
/ ate Select Committee on Intelligence |... Baker was asked by reporters yesterday about 
: plans an inquiry into charges that [ ‘ the initial charge of misleading potential inves-- 
: CIA Director William:J, Casewknowe | tors in Multiponics. “I guess the answer is mat 
ingly misled'Potential investors ina: | there’sadegree of concern aboutit,” he replied. . 
* 1968 business-ventures*!- eo 4 24) “A number of senators have expressed con-.: 
‘: The committee already” ‘has cern,” Baker said. “The [intelligence} committee 
" Jaunched am investigation:into “Clay plans to make an inquiry inta that charge.” .~: 
personnel practices that made it poss Sources on the committee said such an inquiry- 
sible for Casey's campaign protege, || bad not been formally discussed before today's 
Max Hugei,to become the head of meeting. “But, once the senators start asking ques- 
‘the agency's clandestine operations | > Hons, it can go any way,” onesource said. =; 
Without ‘normal ‘security checksy = | The committee chairman, Sen. Barry~ Gold-:: 
Hugel- resigned. Tuesday#becaused, . water, R-Ariz.,, was described by aides as not seek-“ 
of aHegations of stock market y yrone_ r Ing such an inquiry, contrary te earlier reports, > 
gdoings, which hé.deni éds* sao: “igs Goldwater was reported to have been angry and - 
-. The committee-was scheduled: to. 1 “upset: when first the Hugel case and then the} 
thokl a closed meeting. téday to.keari]|- charges against Casey surfaced. 3 
-‘a report on Casey’s first six months |) “He was angry that he didn’t get a ‘heads up’. : 
"as CIA director..At the time his. ap. before it hit,” one aide said, meaning a warning‘: 
Age Ge was‘ confirmed. by- the | Huge ae Waite: House after it learned about. the 
enate, Casey-had promised to caren uge. problem. : 
the report.? eta P * gig hast dp. . J But after that Goldwater took the attitude that. 
- Caseyswas to-be out of town tod Casey’ '5 problem was up to the White House to han-~ 
UnowEveR ‘ora trip that he reportedly: [-. vdle, according to aides and committee staffers. A° 
* had planned before this week’s con-3}; Source noted, however, that “If the majority lead- 
troversy. arose.:His’ deputy, -Adm.: "I er feels that way (that an inquiry about Casey 
- Bobby Inman, ‘was scheduled to, re _ Should be made}, it’s likely to emerge in time.” 
_ port to the committee. ., j The inquiry on the Hugel case is focusing on’: 
'... The allegation that: Casey’ misled: actions of the CIA's Office of Security. Instead of | 
- investors; which he: has:denied; had: the normal laborious investigation of anyone be-- 
-been known when he was confirmed: . ing put into a sensitive job, Hugel got only a quick’ 
‘but escaped. scrutiny. at the-time! It “Il* check that failed to turn up what Hugel later cae 
“resurfaced :i “the wake: “Hi x{| scribed as a blackmail attempt by his accusers: - 
‘resignation. Blackmail is considered a very serious tee 
ee '_ Within the agency. A person subject to it. would. 
normally: be considered: a poor: security risk and: j 
_ hot given a sensitive position.’ - ir arr 
Huget had worked for Casey while Casey * was’ 
: "Reagan's: presidential campaign director. After. 
several months, Casey made the New Hampshire.: 
-milionaire businessman his deputy director for 
operations: the: Pymaster | f CIA's most se- 
‘ Fy eke Js 


“Theappointment®  appalied most: CIA: ¢areer 
men: There:was generat satisfaction at CIA head- 

_ quarters when Hugel was-suddenly and unexpect- 
edly replaced by one of their own, professional 
CIA agent John Henry Stein, who had Deen a re 

, uty spymaster for four years... 2. wee 

, on Senate committeesources said a preliminary ret 
. ~ port on.the investigation into Hugel’s clearance 
1s expected before ! soi goes on vacation ear- 
ly in August. 32%; Py GRE VAS 5 
Washington Star Staff Wri ter Roberta Hornig con- 


g 
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CIA 


: Loyal campaign aides don’t 


“necessar uly make cood spymasters 


- THE REAGAN administration’s practice 
of putting loyal campaign workers into high: 
‘government posts is not working out well at 
the Central Intelligence Agency. Nor is the’ 
.CIA itself working very well: Ii the agency’s 
investigation of two prospective appointees’. 
_had been at all thorough, it would not now: 
-be involved in a mess that includes both the- 
CIA’ss spymaster aut the agency’ s aaa man 
himself, e 
The spymaster i in nauestion | is Max Higel: 
who was at one-time a student’ at ‘the 
. University of Michigan and. was active in 
President Reagan’s. New Hampshire cam- 
‘paign and Jater in the national campaign 
headquarters. There was widespread sur- 
prise, even disbelief, when Mr. Hugel was 
' picked two monthsagoto be deputy director - 
of operations at the CIA, a post that put him. . 
in charge of clandestine: operations and 
‘ gathering worldwide intelligence. Now Mr. 
Hugel has been accused of slipping inside 
information about a firm he once headed to 


“two Wall Street brokers who used. the dope : 


to advise their clients.- 
Mr. Hugel has already resisted and has. 
been replaced by a CIA career man, much to. 
‘ the relief of a number of people inside and’ 
‘outside the CIA, Mr. Hugel’s experience in- 
“intelligence-gathering was one step abovei 
that of a Boy Scout senior patrol leader. 
The CIA director, of course, is William J.: 
Casey, the president’s campaign manager! 
-last fall. Coincidental with the accusations} 
_ against Mr. Hugel, a federal judge has found' 


. that Mr. Casey | knowingly misled investors - 


~in a farming corporation of. which he was: 
secretary and a director... ~.< 


Mr. Casey i is still holding his position and 


“it remains to be. seen whether President 
’ Reagan will be sufficiently embarrassed by 


_the new disclosures to'ask him to step down. - 


.. The president is somewhat annoyed by 
the fuss over Mr. Hugel, rernarking that 

“once again” an accusation has been taken 
-@8 @ Conviction. The accusation was suffi- | 


> 


‘Hugel 


ciently strong, however, to stir enou garam- 
bling so that Mr. Hugel was leared on 
heavily to quit fast and minimize the dam- 
age to the CIA and the administraticn. . 
- The administration’s problems with Mr. 
-Casey, however, may turn out to be much: 
-More serious, Hearings on his alleged com-. 


< plicity i in the corporate farming scam began. 


“after a civil suit was filed against him in: 
'1974.In May, a federal court held that Mr. 
Casey” has “omitted and misrepresented | 
facts” to investors. Mr. Casey’s lawyers | 


have asked fora rehearing on was Por: ion of 


the case, 


eoveriaient policy and has been badly dam- 
aged. by revelations of unwise. personnel 


practices and meddling in the affairs of: 
‘other nations. The attem| pts to make it more’ 


‘effective are certainly going to be hampered 
by the appointment of persans under suspi- 
Ccion of fraud to run it. 


Mr, Reagan cannot he faulted for Wish- 


ing to be surrounded by old friends. But he 


should know a little more about some a 
“them than he evidently does. ao : 


Casey - 
-More shadows cast on the CIA. 
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ates : 


’ Chicage Tribune Press Service"! 


one Age g 


~ hess dealingsi.of CIA: director : William 


: Casey, including: possible dealings: with: Multiponics case. 


; fugitive.financier-Robert Vesco. 2 2:8 
- A spokesman for’Sem. Dennis DeCon-”* 


: eini (D., Ariz.) confirmed that DeConcini 


? on Wednesday *b *“exploring’? 2nd possibly two Senate hearings... 
CNSheO ee eaploride were part of what we knew when Mr. 
Casey was a 


. whether Republicans, who ‘control the Se- 

: nate, will:authorize funds’ to conduct an- 
‘investigation. — ee on ee 
DeConcini, along with Judiciary Corm- ° 

mittee. colleague Sen. Orrin Ratch (R., 


yA 


WASHINGTON—Members“oF ‘the Se- S. Sa : 
nate Judiciary Committee:are consider- Cunsel Fred Fielding approved Casey Si 
ing whether“to investigate the past busi- 0mination to head the Central Inteili-.. | 

' gence’ Agency _ after. 2 reviewing’’. the 


0 


age 
Casey."PRim 2. anys Seb aw 
Deputy. White: House press secretary 

arry,’Speakes said: that presidential ~. 


“These matters came up in the past, as. 
far. back ‘as 1973,°." Speakes.said_ : 


“They've been the-subject of at least one 


They 


ppointed to the directorship 
f the CIA,” : 


(Publicity about the New York case. 


was followed Wednesday by reports of a 


. Utah), has conducted investigations into “Second critical court ruling concerning .° 


‘efforts by -Vesco- to-influence~top- ad-” 
ministration figures: since the- Nixon 
years, sy ‘ae, 

_ Ut was learned DeConcini started - 

; negotiating with his colleagues after not- 

* ing that one company that joined Casey 

in a controversial farm product scheme 

between 1968°and 1971: was coMPolled by 

‘ Investors Overseas Services. (108); ‘the ~ 

. mutual fund Vesco is charged with loot- 
ing of more than $200*million, (!j)-.<' * 

Eo oe beet “2 gabe aed 
10S REPORTEDLY? owned nearly: 10° -- 
~ percent: of the company; Multiponics,. 

_Anc., throughian 10S subsidiary—IIT, a’: 

, Geneya-based mutual fund.if ees, + 

, 3 It way disclosed Tuesday: that a federal 

) Judge in- New York ruled: in Mayp that 

» Casey had misled: Multiponics: investors - 

; by not telling thera that-large amounts of: 

. the, conipany's-agsets. were. being used to 
} guarantee his own mortgage; ~ ‘sige - 

:. Reacting to published reports about the a 
 unfavotabiescotigt ruling Wednesday, ae 
. President. Reagan 
4 aon ie Ba, ve $3 “ 
svete Ye 


in an,coverall patterz.of Self-interest.t,””) ... 
“CASEY: HAS been .confirmed by the. 


. Some. of these hearings he has been ques-"'| 


said through a-spokes- x 


aq 


Casey's management of _Multiponics. 

‘(In' a*July; 1980, decision, the sth U.S. 
Circuit Court of Appeals in New Orleans * 
ruled against Casey and other directors 
of the firm, saying they had driven the, 
defunct: corporation..“‘deep and deeper. 
into debt’? by managing it in a “pattern * 
of self-interest’”- =. + 


him. An. appeals court judge said. evi-. 
dence: supports the contention that-“‘the : 
founding officers and” directors engaged 


Senate forfour top-level jobs, and during 4 


tioned about his role in urging-the Sec- 
urities and Exchange Commission’s chief’ 
investigator, Stanley Sporkin, to postpone: 
a SEC probe of Vesco. ~~ yo, 


Me ae Le 
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ClA-gate: One down, 


Few presidents escape office without being embarrassed | 
by the incompetence or dishonesty of some of their political ¥ 


appointments. It is one of the weaknesses of thesystem.- 


No background check prepared Jimmy Carter for the 


Bert Lance scandal, or Lyndon Johnson for Walter Jenkins, i 


cr Dwight Eisenhower for Sherman Adams. President . 
Reagan, as we have mentioned here before, seems due for 
more than the normal share of embarrassments. The ae 
President, unfortunately, has displayed myopic judgment 
about many of his key appointments. -. ~ Pee t'8 
The first to hit the fan since the flap over State Dept. Babee 


nominee Emest Lefever resulted this. week in the departure ° 


of Max dugel, the inexperienced spymaster of the Central 

Intelligence Agency. . . oe ee ee 
With what appears to be an admission of guilt, Hugel *>.. = 

resigned amid charges that he fed inside information to sitet 
favored investors to manipulate the value of electronics. — 
stock. Hugal protested that the chargesbytwoformer = 
business cronies were “unfounded, unproven and untrue,” 

‘The speed with which he resigned, and the swiftness with 
which his CIA boss, William J, Casey, acceptedhis . — 
resignation imply otherwise. i 

Hugel should not have been appointed to the job to begin 

with. His qualifications seem to have been simply that he 
was a self-made millionaire, fund-raiser and organizer in 
the Reagan presidential campaign, and his chief supporter 
and defender was his boss. As cynical as it sounds, Hugel’s 
inside wheeling and dealing was the first indication that he 
might have more to offer the spy business than his 
experience indicated. ~ 

CIA Director Casey himself may be in for rough weather, 
too. Ina ruling that caught the Reagan Administration 
napping, a federal judge in New York decided that Casey 
knowingly participated in a 1968 investment fraud that 


AE URINPE MEN prema Ee SN 


4 


wefan ian EM atee rire Sa ty te Boye oy 


eer ans mt ne 


ons tO go | 
“omitted and misrepresented facts” aout Multiponics | 


with which the stock was registered. Tne largest investor in 
Multipanics was an investment trust controlled by 
Investors Overseas Services, the company later acquired. | 
by accused New Jersey swindler Robert L. Vesco, who fled | 
the country and has been living in exile in Latin America. 


was also head of the Securities and Exchange Cormmission, | 


. On the heels of these unsettling disclosures, itwas 
_ revealed 24 hours later that three judges in New Orleans | 
-yuled a year ago that Casey and others drove a now-defunct | 


farming corporation deeper and deeper into debt through 
their own self-interest. he Te, eae 
- Casey has hardly covered himself with glory in any of 
this, In an apparent attempt to distance himself from the 
man he picked for the spymaster job, Casey told reporters 
he really had not known Hugel 20 years, as both said 


- earlier, but only 27 months. So much ‘or loyalty to an “old” | 


{ 
friend... ed 
Worse, it was revealed that Casey, 11 a sworn financial : | 


‘statement to the Senate Intelligence Committee last 


January, listed the New York case but omitted the one in 
New Orleans. Further, he also left his awn boss in the dark. 
White House aides insisted the President first learned of the : 
New York case from news reports, nct from his trusted 


friend, adviser and CIA chief, Bill Casey. 


How Hugel and Casey got through the background-and- 
security check isn’t clear at this point. If Casey warits to 
save the President further embarrassment, he will 
promptly resign. If Reagan wants to avoid future eg 
embarrassment, he should check the investigators who are 
charged with investigating his appointments. 


a eae, ere Baths oo - 
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FOR PUBLIC AFFAIRS STAFF 

PROGRAM Senator Goldwater Commentary STATION WRC Radio 

DATE July 17, 1981 7:20 AM CHY Washington, DC 
SUBJECT intelligence Committee Hearings on CIA Personnel 


KEN ALVORD: Senator, a committee youtre vitally in- 
volved with beginning a preliminary inquiry into allegations of 
‘financial misconduct by, among others, CIA Director William Casey. 
What can you tell us going into this? 


SENATOR BARRY GOLDWATER: Well, about all we're doing 
is to check into why the committee was not informed of the wrong- 
doings of Mr. Hugel that resulted In his leaving the service the 
other day. We're not investigating Mr. Casey or anybody else. 

We want to know why newspapers, or a newspaper knew about this 


on, | think, Friday, and we, the committee, didn't learn about 
it till we picked up the newspaper on Monday morning. 
Outside of that, the meeting will just be a regular pro 


‘forma meeting to do the things we usually do. 


ALVORD: Well, rumors have been strong that there is 
some pressure within the committee to also -- to take a look at 
the past financial dealings of Mr. Casey- Do you feel that that 
would be productive? ; 


SENATOR GOLDWATER: Well, there's a fot of rumors going 
on, but they're all started by the press. I'm chairman of the 
committee. | know what's going on. And what's gofng on, going 
to go on Is not what the press says. 


lf anything comes up that would require another took at- 
Mr. Casey, naturally he would be !tooked at. But really, the pur-. 
pose of the meeting this morning Is not for that purpose. - 


ALVORD: All right. Let me ask you, Senator Goldwater, 
your reactions to some court rulings that have been critical of 
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Mr. Casey's connections with that now defunct company down in 
New Orleans, Multiponics Incorporated, etcetera. Does any of 
the material that you've heard or seen raise questions in your 
mind that you think require any further consultation? 


SENATOR GOLDWATER: Well, of course, Mr, Casey told 
all of us those things when he became head of the CIA. Now, If 
there's some reason to believe he didn't tel! enough, that would 
require another look at. But the reports that he made to the 
committee are rather consistent with the reports that he has 
made right along. 


As | say, if something comes up that requires another 
look, we'!i! take another look. But so far there hasn't been 
anything that's come up. 


ALVORD: There has been some concern raised, and | 
presume that is part of today's subject, about the conduct of 
the CIA investigation for this highly sensitive post of head 
of clandestine operations for Mr. Hugel. One would expect, | 
guess it's reasonable to expect, that that kind of securlty 
check should reveal what apparently was falrly easy to find 
out, and that is that there were some charges against him, true 
or untrue. 


Does this shake your faith in the CIA's ability to 
unearth facts that might be even more important about someone 
being considered for a sensitive job, Senator? 


SENATOR GOLDWATER: Well, it was -- it is the most 
sensitive post in the CIA. And there were many of us who didn't 
like the idea of a man with no background at all in intelligence 
receiving that. 


But, at the same time, Mr. Casey has had the right to 
appoint anybod that he wanted to. And we did not hold hearings. 
Hearings were not required. Mr. Casey's man was automatically 
named that. He was named that, | wii! say, over objections of 
certain members because we felt the man should come from the 
ranks and should have had experlence, which he didn't have. 


So, as | say, our reason for meeting is to find out 
why the committee was told of these things that turned up before 
we were. We had to learn about them from the newspaper. 


ALVORD: Okay. Thank you, Senator. 
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» CIA’s most sensitive job as head of {not as blatant as the Hugel sting, . 
the clandestine. service, has “had-the Casey: operation smacks of 


_ according to allegations by two for- 
_ mer business associates. Two Wall 


STAT 
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. Of its founders; including Casey. 
” Further, the farm Operation of the 
“company was something less than 

described. een 


ROBERT HEALY 
WASHINGTON -- For those who 
do not get to the last line of investi- 
gative stories. the latest pieces on 


oo 


fect, that the defendants, including 


the Central Intelligence Agency are Casey, knew what they were doing 
about the misstatements and omis-- 


about two wheeler-dealers. : 
Max Hugel, who resigned from, -Slons in the prospectus. Though 


re 


his own stock market sting game, Sharp practice. 


head of CIA. *. : 


Street brokers say he tried to hype This is all sophisticated stuff. It 

the stock of his own company. by is not lke someone walking into a 

giving brokers who were peddling bank and holding it up.. But fre- 

the stock inside information About - quently the stakes are larger. 

the company before. the informa- +: Neither Hugel nor Casey will fo 

ton “hit the broad tape,” as they to jail for this kind of operation. 

say on Wall Street, and that he wall Street has never policed its op- 

made secret loans to the brokers eration that way. 

who were selling the stock, a prac- ~~ ‘Nor will the Reagan government 

tice not endorsed on Walt Street. - fall because of the Hugel or Casey. 
That “Hugel sting” was simple:: ‘affairs, (9 °°: ees: 

beat the guys who were buying his.’ 

stock. . PUES a SE ae 
Hugel is now gone:,.-: 


But Reagan has shot himself in 


reads very much like a con game.‘ idignity to the Cla. 


Casey invested heavily in a com- 


perienced group of agricultural, - 
managerial and financial entrepre- tempted to postpone an investiga- 
neurs, Multiponics,, in picking up | tion by the Security and Exchange 
the properties, also picked up a lot Com mission, of which he was Nix- 
of the mortgages. Nowhere in the on's appointed chairman: into the 


initial offering for the company did affairs of financier Robert: Vesco. _ 


it state that the company-had as: 


Vesco is charged with looting more 
sumed the multimillion dolar debt 


than $200 million from: Investors 


2 


Approved For Release 2005/11/28 : CIA-RDP91-009 


° 


idercover games at the CIA 


The judge in the case said, in ef. - 


ad 


And Williarn Casey remains as. 


“the feot in this CIA.affair. It was 


; against DiS appointed mission to bring 
Ci Vues Ewe vi credibility and restore morale and’ 


m- “ Casey, according to testimony _ 
pany called Multiponics, which inthe 1974 Watergate trial of Rich-- 
. consisted of seven. operating farm ard Nixon’s. former Attorney Gen- _ 

units said to be operated by an ex-» eral, John Mitchell, and Secretary: only add’ to the perception that 


“Overseas Services, a mutual fund, | 
and Heeing the country. 
Casey testified at the Mitchell 
trial that -he- asked: thé Enforce- 
ment Division. officer; Stanley Spor- 
kin, now.counsel at ‘CIA, not to 
take depositions in the Vesco case 
until after the 1972- election. He 
made the request on the day that 
Vesco contributer--$200,000 in 
cash to President *Nixon’s re-elec- 
“tion campaigns Spo-kin Says he ig- 
nored Casey. eee mos gam 
+. For the Président, this is a seri- 
~ 0us. matter. Hevis. inore and more 
-. being perceived‘as:an agent of big 
business, 4 & de. 


we bee 
2 errr ie ee te ee oe 


“At the Justice Lepartment, At- 
torney. General’ Wiliam French 
Smith has declared pen Season on 
violent’ crime. In Tis nomination 
hearings before the Senate, the im- 
plication was that there would be a 

. major shift from the Carter Admin- 
istration’s war or. white-collar 
crime, such as fraud. “to violent 
street crime. voce 


Denenninemeeneneeaneeee ne 


: In Congress they speak openly 

these days of the Reagan. Adminis- 
', tration’s relaxation of the antitrust 

laws which will alloy mergers and 
concentration of ind istries. 


-- The Casey and Hu gel alfairs will 


_, business can do no wrong_in the 4 
eyes of the Reagan Administration. as 
o "And of course Huet should not * 
have passed a security clearance ; 
for the post office, much less CIA. -.2 


o yon Me S08 Maen = 
A ele tte ae eat ae = ent ee. 


Robert Healy is the Globe's ° 
Washington bureau chief. 
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Washington (Newsa- 
second federal court ruling. surfaced 
yesterday harshly criticizing the tang- 
led financial dealings of William J. 
Casey before he became director of the. 
Central Intelligence Agency. 4 


Casey’s future as CIA- chief. was: 
further clouded by news that members 
of the Senate Judiciary..Committee’ 
were considering whether to: investi- 

gate his past business dealings, includ: 
ing possible involvement bid fugitive 
financier Robert Vescox - ; 


The Chicago Tribune said that sé Re 
Dennis ‘DeConcini (D-Ariz.); a membe: 
of the committee, had started negotiat- 
ing with his committee colleagues after: 
noting that one company: that joined: 
Casey in a-controversial farm-product 
scheme between. 1968 and .1971: was- 
. controlled. by Investors. Overseas Ser- 
vices, the- mutual. fund ., Vesco--is~ 
charged with lootng of: more than: bee 
million. ) wy es x 


10s REPORTEDLY ‘owned “easly 
10% of the company, Multiponics Inc., 
through an- IOS--subsidiary—IIT,.. a: 
Geneva-based, mutual fund... 0. oi 


A:. spokesman for” DeConeini said 
that he was “exploring” whether Re 
publicans, who: control the Senate, 
would authorize ‘funds to. conduct an 
investigation. Oo, 
CBS News reported that Sen. Barry 
Goldwater, DeConcini’s.. Republican: 
colleague from Arizona, had told mem-" 
. bers of his Senate Intelligence Commit- 
tee that Casey should be replaced. 
But Goldwater’s spokesman, Kather- 
ine Grammer, said-he«had called the- 


CBS. story “a malicious lie” and told- 
“I. haven’t: told my- colleagues : 


her: 
anything, L-think Casey’s all right.” 
Sen. Daniel P. Moynihan (D-N.Y), 
vice chairman of the Intelligence Com-. 
mittee, has not commented.on Casey’s 
legal. problems. He-has been: sharply. 
critical of- the CIA’s. handling of the) 


case of Max Hugel, the CIA act | 


‘hand-picked by Casey. 
HUGEL RESIGNED Tuesday” after 


The Washington Post printed: allega- 


tions b= two New York stockbrokers 
that they nad participated with Hugel 
in 1974 in. prohibited. maneuvers to 
boost the Stock: ote a firm Huger” once 
‘owned. - eh 


Hugel. denied any: ‘wrongdoing but 


quit bis CIA post under eetdaeta 
pressure from the: White House 

_ Casey, 68, and ot ea kis 
i were. | blasted ina year-old’ federal, 


‘Bureau)—A 


tits! * 


appeals: court. ruling: in-New Orleans, 
disclosed: yesterday by.the Associated 


Press, for managing. Multiponics, a- 


now-defunct New Orleans”: farming 


corporation, in an “over-all pattern of - 
self-interest” that. drove.the:concern 


- “deeper-and deeper into debt." ~~ 


- A New-York federal court:ruling—~* 


dated.. May 19. and disclosed: by: the 


Daily: News on .Tuesday—said:' that - 


‘Casey and other Multiponics directors. 
- had enowinely eho Lae bons inyee. 


tors in 1968. : 


| AFTER THE NEW York cling: be- : 
‘ came known, President. Reagan, Vice’ 


“President Bush and White House coun- 
- selor Edwin. Meese 3d discounted that 
ruling. and affirmed their support for 
Casey. Now the New. Orieens: Faling 
‘also is out in the open: tates 
In it Judge Jonn R. Brown, writing 
for ‘the; Sth- U.S. Circuit: Court of 
Appeals, said that a- special master 
found, “and the record: supports his 
findings, that the founding officers and 
directors (of Multiponics Inc.) engaged 
“in an ‘over-all pattern of self-interest.’ 


The New Orleans ruling, which was: 


“handed down on July 16,.1980, stem- 


- med from a move by Casey and other . 


directors: of Multiponics to claim part 
‘of the failed company’s assets to repay. 
personal loans they had made to the| 
company. .- 9 7 
’ White. House. Deputy ‘Press. ‘Sécret- 
ary Larry Speakes acknowledged that: 
Reagan‘ first had learned of the New: 
York’ ruling by weeding abs reports. 
Tuesdays) 002 eee 8 er 8 
. YP. WAS.. UNCLEAR- weller ‘top 
‘administration officials were aware. of | 
the: New’ Orleans decision: when they. 


took the. line that Casey’s business 


dealings did. not affect his CIA job.” 

- Speakes said. that Casey. had listed. 
the New Orleans ruling on disclosure 
forms submitted to the .White- House 
before: his nomination by Reagan as 
CIA director last January..-: 

_ The:: White- House’. fasisted? that 
Casey’s legal: problems with-Multipo- 


‘nics. did not ailectt his biases of 


the-CIA, ste. 2 nea 


- misconduct.” = 2 on ene 


- Wednesday “to reassure him he had 


Fielding about the civil litigation invol- 


‘government appointees must complete 


_tion to continue.-< °0 “20” 5.7: 


‘vided for the Senate Intelligence Com- 
‘mittee before his nomination hearings 


trustee in bankruptcy filed a motion 


company’s difficulties. “**~ ag se 


STAT 
0715000 /- 


“There is no controversy,” the Pres-} 
ident told reporters. on Wednesday’ 
night. “I have complete trust in him.” j 

Bush, asked if Casey should resign,: 


‘replied: “Oh, no!” and Casey’s attorney 


said the CIA crief elo: zany 


The: President iid _Casey~ on 


full contidence”. in. the saisector, 
Speakes told reporiers.',--09¢ Eg 

ACCORDING TO Speakes: Casey i ins 
formed White House: counsel’ Fred 


ving Multiponics- on :a form which 


before .their- nominations are: for- 
warded to the Senate.’ At that: time, 
Fielding decided to allow the nomina- 


But the information that Casey. pro-: 


last January~was. decidedly sketchy.: 
According tocommittee sources, - it 
consisted of one terse paragraph. —- 

According to Casey’s lawyer, Milton, 
Goutd, the CIA director lost $150, itn 
the Multiponics venture, ot eet 

-MULTIPONICS FILED for ‘reor- 
ganization ‘under the Bankruptcy Act 
three years. after its founding in 1971. ; 

In January: 1973, a lawyer for. the! 


arguing that all other creditors should 
take precedence over Casey and the 
other directors who were seeking re-j 
payment’ of ‘personal loans they had 
made to the-company, because: their 
management=-had contributed to- he 
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What’s News—. 


| 
ae | 
World-Wide | 


heel 


sie : 
ee 


a ¥ * a : 

A former Army officer pleaded innocent 

to charges that he sold secret U.S. coding in- 
formation to the Sovie’ Union. LE convicted, 
Joseph Helmich. faces tifa imprisonment or 
death. He is being held on $500,000 bond. ae: 


ienemnaineeemm in eee 


‘Washington Wire | 


—_— 


« DEMOCRATIC*ATTACKS ‘on ‘vulnerable 
-Reagan appointees promtise to intensify... 
The resignation‘ of CIA: spymaster ‘Max 
Hugel, following reports of unethical busi- 
Ress activities, encourages the critics. CIA 
‘ chief Casey becomes a prime target; even 
GOP. Sem. Goldwaigr is- dissatisfied. with 
him. Demoerats, who have merely muttered- 
about possible conflicts of.interest involving. 
strip-mining nominee Harris and Forest Ser: 
vice appointee Crowell, may begin to. holler; -- 
Some Republicans in Congress fret about 
slip-ups im checking nominees’. backgrounds. ; 
They complain that the White- House coun-. 
Sel’s office: is .weak,. seeing that as the 
trouble i the ill-fated effort. to-name Ernest 
Lefever as human-rights chieE.:;"1- worry 
there are-number of scandals just waiting to. 
be discovered,” Says a GOP strategist on 
Capitol Hillssvpcs. ue Ue eet 


Bie eae wy, Wibeacte cat 
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“WE. HAVE COMPLETE CONFIDENCE 
iN WHAT'S-HIS-NAME HERE” 
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2eagan assurances cool down Casey affair. 


By Godfrey Sperling Jr, 
Staff correspondent of ; 
‘The Christian Science Monitor 


Washington 

‘The atieetlomine of CIA. Director 

William J. Casey concerning his past 

financial activities 
subsiding. . 
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effort while serving asaboardmember said. July 16 in a« giversstion with the | 


and secretary of a now-defunct New. 
Orleans company. 
Casey, who did not at first respond to 


questions about his conduct, now says, - 


- “I didn’t mislead anyone. I didn’t pre- 


appears to be- 


President Reagan has telephoned 2 
Mr. Casey and expressed complete con- - 


fidence in his. integrity. To reporters, . 


Mr. Reagan has said of Casey: “Thave. 
complete trust inhim.” - . 
The questioning, from both Conarass 
sand the press, was prompted by the dis- 
closure of a tinding by a federal judge 
in New York. The judge held that Casey 
- had misled: investors. in a fund-raising - 


parethecirculars.” . 


White House officials say the facts of 


the case were known to them beforethe — 
“Casey appointment, and that the same. 


information was discussed in 1973 when 


Casey was confirmed to be suderscore se me 


. tary of state and in 1975-when he. was- 
, named to the Export-Import. Bank.. 


The ruling of the New York judge is is 


. Gn appeal. — and there apparently is no- 


information yet available on just when ~ % Casey? $ advice on «1 wide range of sub-~ 
jects, not necessarily - those that nar-:~ 


the appeal decision will come..-.*-° 


aoe ; Remember,” aa Housraitg 


io 


ribs eae bo 2S eh 


‘Monitor, ‘‘this is .t civil ease. There is 
.no criminal action involved."’ 


But would the °resident change his 


determination to heep Casey if the ap- 
peal goes against him? “We'll Just have 
to wait and see?” was the reply. 


“fond of the CIA director:— and grateful 
for nis help during ‘he 1980: campaign. : 


As. ‘the Preside “ot “sees it, 


' to the campaign and put.the campaign. 
“spending operation in order... 


Reagan -also -is— ~known “to. seek. 


aow hetoers onthe Cia. 


badnaie Pr eu 
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_ Casey who brought good management: 


. Reagan is known to be aatieatitly , 
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.? “Hugel Affair” Demands Explanations 


The. resignation of Max Hugel, ies 
CIA's spy chief, only hours after The 
“Washington Post reported: his involve- 
ment.in allegations of.stock: ‘manipula- 
tion, and a judge’s. ruling: that CIA 
Director William Casey. misled -inves~ 


tive fost that cries out for an experi- 
enced intelligence professional ~— likel 
John Stein, whom Casey named to suc-! 
ceed Hugel? (Hugel, a New Hampshire| 
businessman, caught Casey’s eye. in| 
Reagan’s. campaign as an organizer eet 


tors in another business-venture, have > ethnic groups.) 


set back the intelligence, eesney:s re~ 
covery of public confidence. . oe 
Despite the negative: aspects: of the: 


latest developments, the: agency ’s Own. =. 


interests would. bestzbe?served by a. 
candid,. objective*appraisal ‘ ‘of. all the’ 
‘matters. and: “individuals - involved= 
Ahead: of such ‘am. investigation, now . 
promised by the House.and Senate In- 
-telligence Committees, “Casey must 
_ go” calls: such:'as,that:-voiced. by: Sen. 
Barry. Gold wate 
bit premature.. ; : 
Casey’s own quick: acceptance. of. 
-Hugel’s resignation and his haste to. put. 
‘some distance between himself and the - 
man he personally: picked for the cru-:: 


termined effort. to-. dispose: of the~ 
“Hugel flasco” as quickly as possible:. 


~oStil the possibility of a “Casey: af; + 
“fair remains, despite- President: Rea-., 
~gan’s expression: of .full confidence in... 


the CIA director who had served as his_ 
_campaign. manager:”, Reagan’s assur-:. 
-ance, seemingly given. as a matter. of - 
course, recalls similar statements made 
by previous presidents” hea other’. 
high-ranking aides.in trouble.: Se 
‘There are serious, and. curious, ‘con- 


“siderations involved. which require ex ; 


plaining. : Why : did- Casey“appoint® a+ 
ears chum he insists he had known: 


for only“ 17 months: (not: 20" years ‘as. 
“Hugel | told. The Post). to a super-sensi=’ 


eter dae been Be 


. Hugel?.:: 
cial “spymaster’s” past suggest: a de-= - 


'-any less accountable for his behavior 


“ concerned about Hugel’s selection sug- 


in an- area: where politics has no: busi--_ 
pe ma Are ake Wyk We 


Why. wasn’t the president told aout 


.Casey’s legal problems and the broader} 


problems of Hugel’s and Casey’s possi- 
-ble financial misconduct? They should 


>have been. considered. of sufficient im-: 
“port: even for less significant posts, let 
‘alone: the, ae 1 and No. 2 posts. in the; 
CIAL ss SY 


“How did’ ‘the CIA clearance phacet 
dure fail to disclose a blackmail threat 
from Hugel’s former business associ- 


_ ates? If.:the administration believes 
*- that: Hugel is simply a “victim”. of cir-- 


cumstances: then why.not go to bat for 
him: allthé.. way, and never mind the 
tapes | given | to The Post that neice 


LAS forthe la jageuits and frdoe s caine 
involving Casey, can Casey be held 


than Hugel? And how did both the 
press and the White House overlook 
that tough judicial finding last May? 
‘Still, Casey’ S$ reign at the CIA has, in. 
.. the main, ‘won praise even from critical 
quarters..But his choice of Hugel drew 
swift and. authoritative fire. Le toa eg 


- Word that the White House also was. : 


gests: that prudence yielded to politics. 


~Y Clearing ‘the’ air. isthe only way. ta 
re move the latest c cloud, over the C d 


PO teres 
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Damag ed Assets at ‘the Company’ 


The Central Intelligence Agency belied its name 
-in the peculiar matter of Max Hugel. Director Wil- 
-liam Casey was unwise to appoint his ill-prepared 
political chum as chief of clandestine operations. But 
it is scarcely intelligible that the clearance proce- 


dure failed to discover a blackmail threat from Mr. 
Hugel’s former business associates. That requires « 
-Some explaining. And Mr. Casey, it now appears, has» 


some further explaining to do about his own role in a 
bitter shareholders’ dispute. : : 
Mr. Hugel had to resign once The Washington 
Post was given tapes that implicated him in sharp 
' rnarket practices. He says allegations of wrongdoing 
are untrue and unfair. But he concedes that he did 
not inform the agency of the risk of “blackmail” by 
his accusers — a lapse that only confirms him as un- 
‘suitable for such a sensitive post. wens 
Of the agency’s assets, none is more precious 
than trust, which was damaged enough by past reve- 
lations of covert excesses. It now develops that even 


the White House was startled when Mr. Casey chose — 


as his chief spymaster a New Hampshire business- 


man unfamiliar with both Wasbington and intelli- 
gence operations. So the Reagan tam, too, put boliti- 
cal debt ahead of prudence. : ; : 
Mr. Casey was right in swittly replacing Mr. 
Hugel with an experienced operaiive, John EH. Stein. 
But the lesson of this affair is not that only profes- 
sional insiders can hold such jobs. Professionals, too, 
can be encumbered by past affiliations and perform- 


ance; indeed, insiders may have played a mischie- 
- Vous part in humiliating Mr. Hugel. He has been re. - 
‘moved at a point that should never have been 
' reached. He was not qualified to begin with. 


That is not the problem with Mr. Casey, who has 
some intelligence experience and served in several 
high Federal posts before he became Mr. Reagan’s 
campaign strategist. But he is again haunted by an 


’ old charge of misrepresenting investment informa- 


tion, in a decade-old civil action. If Mr. Hugel was 


held accountable for the probity of his business deal- - 
‘ings, Mr. Casey cannot long refuse comment about 


luis. If the cases are clearly different, let him state 


why and chase these sorry clouds. 
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resignation. of the CLA’s deputy director of oper- 


ations—America’s superspy-—is. not - exactly -what-.. 


William Casey- had in mind. Since he took over the 


agency six months ago, the thrust ef almost all his . 
actions. has been to Pour to: the: days of the. os 


and daggers: 
“The aifficulties of fis eat decade are ching us,” 


CIA Chief Set B: 
fn a Bid for Low 


By Jim Klurfeld 
Newsday Washington Bureau Chief 


ti cainetan Seeonepe se! headlines about the - 


Casey said in.an internal CIA newsletter two weeks . 


ago ag he announced that the agency’s contacts with 
the public;\the press and.the-Congress would be 


sharply -curtailed.."The time has come for CIA to re- » 


turn to its:more: ‘traditional. low public profile.” 

To achieve that objective Casey has scuttled the 
agency press: office, cut ‘back on the congressional 
liaison staff; asked that the agency be removed 
entirely from. the: provisions. of the Freedom. of 


Information;Act, and is in the process of rewriting © 


an executive, order. for, the President’ that would 
remove some of the restrictions placed on the agency 


in the wake of the mid-1970s intelligence scandals. . 


At the same time, Casey, the 68-year-old former 
OSS officer during World War I, has made it clear 
he believes. that the operations side of the agency 


must be revitalized. Government officials familiar - 


with foreign policy and intelligence matters say the 


agency is gearing up. to. increase the number gnd - 


scope-of covert.operations in such sensitive areas as 


Afghanistan, the. Persian Gulf, Central America 


and the Caribbean. 
The resignation of Max Hugel as deputy direc- 
tor of operations will only make it more difficult for 
Casey to achieve his objectives. 


Casey himself is in the headlines because of a_ 


judge’ 3 ruling that he and others misled investors 
in a 1968 stock deal. 
_ Even before the Hugel case surfaced this week,. 


_ can citizens and dropped the requirement that the 4 


“opening. mail of .American~ citizens‘ ‘and -.¢ - disre- 


: ro | 


many CIA observers, il 
Congressional ,oversigh 
concern about the dire 
taking the agency. The 
back ‘to the “good old da 
invisible-and unchecke 
In fact; Hugel’s app 
ly controversial and we 
miany in the intelligen: 
intelligence background and was being placed in | 
what is regarded as the most sensitive of intel :i- 
gence positions.. And now it has been revealed | 
that his background was not Migroveny or ade- | 
quately checked... ~ 
Casey is asking for less iouiviction aind over-~ 
sight, but the Hugel case only emphasizes tie | 
CIA’s fallability. Even a supporter ofa stronger, 
more traditional CIA-such as Sen. Daniel Pat- 
rick Moynihan (D-N.Y.), cochairman of the Sen- . 
ate Intelligence Committee, said yesterday, “The 
administration must ask itself how it allowed | 
this disaster to come about in the first instance.” 
Another intelligence committee member is 
more concerned about the general direction of | 
the CIA. “The jury is still out on Casey,” Sen. * 
Joseph Biden (D-Del.) said, “But some things are - 
becoming clear. He much prefers to operate in. 
the dark than in the light. And his. instinct, I: 
believe, is to limit rather than increase access 
and cooperation. . . That is a disturbing trend.” | 
Biden and others say they are particularly © 
concerned because the agency has become less. 
forthcoming with the congressional committees. 
Agency- witnesses are not volunteering informa- | 
tion and the chairman of the committee,. Sen. - 
Barry Goldwater ree ), is keeping : more 
things to himself. 2 3 
There-is concern about. the eaecutive: “order 
because in earlier drafts the administration pro- 
posed easing the restrictions for spying.on Ameri-+ 


National Security Council be informed of all CIA. 
operations. Both were reforms designed to elimi- ° 
nate abuses: unconvered in the past... 2 = “24 

And Biden and others. question : -whether® 
Casey. and other members of the ‘administration 
appreciate-the limitations of covert: operations; 
and the possibilities for abuse—the agency was 
criticized: by special Congresssional: committees= 
in 1975°and 1976 for attempted assassinations, * 


garding other Constitutional rights #45"-: ae 
CONTINUED 
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There is also concern that Casey-is allowing While the CIA has been running recruiting 
*jiitieal \considerARRRO Veer Release Add 2& aGldst ROP 920020) RO9049018e0087+1 
work—-the: example often cited is the recent CIA | obvious attempt to recruit field officers—spies— 
sepert on.. international. texrorism, that. Casey : as opposed to analysts or administrators. CIA 
: al experts say the covert ability of the agency had 
been ordered cut back over the last five years 
and that one of Casey’s top priorities has been to 
increase the budget and size of the operations | 

With the notable exception of Hugel, he has beenj division. In fact, while there is much talk of 
applauded for his appointments, especially Adm:.{ increasing covert operations, Biden says that the 
Bobby Inman -as-the-agency’s deputy director:| number of activities that have been brought to 
and former Securities..and Exchange official | the intelligence cormmittee have not significantly 
Stanely Sporkin as general counsel. © .| increased since the Reagan administration came | 
And they are many people across.the political | to power. = 
spectrum who believe that an increased covert The new director is also trying to improve 
capability is desirable..Moynihan-says his con- | intelligence produced by the CIA. Frequently the-. 
cern is more that _the agency improve its capa- | agency intellience reports have been criticized 
bilities rather than .worry. about the alleged | for being too homogenized, too much a product of 
abuses of the past: The problem, says Moynihan, | 4 bureaucratic process, and lacking in political 
is that the agency has been 80 demoralized it has | ‘sophistication. In a speech to the U.S. Chamber 
not been effectivery<2 #00 - °° mcs 2 i of Commerce April 28, one of his few public 
“The intelligence community in pened and { appearances, Casey outlined his approach. He 
the agency in particular, I think, have been com- ; Said that while the intelligence community had 
ing back to. pretty good shape,” Moynihan said.:: . great ability to collect data, there was a need to. 
“Condition, muscle tone—they were in. a state of improve the analysis of the data. 
shock in the-mid-seventies, morale was’very bad __—« Casey is encouraging direct dissent in intelli- 
. My interest has been how to keep thisorgani-. 8e"°¢ Papers. He bas also begun a major experi-: 
zation vital and regenerated over time. How do. | ™ent integrating functional bureaus. Instead of. 
you keep an intelligence agency thinking? I think _ having separate offices on South American 
they are doing a somewhat better. job now.” ~ : economies and politics, for instance, the political 
- ‘And even-as persistent a critic as Morton.| 224 economic ahalysts in a particular geographic 
Halperin, the-director of the liberal Center for  27°8 will work together. 


port the administration’ s claim that the Soviet: 
Union was behind most terrorism incidents. 
But there has also been praise for Casey. 


National Security Studies, says that covert oper- | ___ Here seemis to be a serious effort to improve 
ations-can. be an important aspect of American: analysis,” said Halperin, a former national secu- 
foreign policy. ° ,| Tity adviser for. President Richard Nixon. 

“As an adjunet to policy, at Gnerat on ‘| But there is concern about the way at least 


' have their place. I just think they are dangerous.’ 9°™¢ analysis has been handled, especially the 
": terrorism report. Early in the administration, | 
cate ee ie dee Me ar public~; Secretary of State Miezander M. Haig Je 
The challenge ‘ie Casey : rdi Hal-: charged that the Soviet Union inspired . and | 
Tee will be oe ne hack ints the ;backed most world terrorism. An early draft of 
peri and others, oe to g0 back into the ce CIA's dunual tooneet tere ig nt aekaaris 
covert, operations business without getting the : : prs 
ry into shear again. Some. believe that is -: SS ast pheneniyerig ites Rao 
Sparkie be the cetera eee ter Ne there had been 6,714 terrorist incidents between 
Indeed, most’observers of the CIA, including ” 1968 and 1980-—more than twice as many as last 
Moynihan, believe that. Casey i is so interested in - bia pias eee Since cole he ere only 
covert operations: himself that in essence he has hed rmercente ae , it meant that the agency | 
been functioning as the deputy director of oper- 7® ial the new figures by reclassifying | 
ations (known in.the agency asthe DDO). Hugel a cheater ake and one the oe dente: hile 
was there more as an administrator... “Many of those newly discovered inciden at 
A further indication of the*emphasis on hantae sven ea by introducing new ‘categor- { 
evar Ratractae Aahi 0 Eecant a = clans a ea egret pest ovina the Cla hea alwaye 
e New Yor es. On an.outline of a eagle 
ie anid: The Central Intelligence’ Agency” ee _had a reputation for supplying objective data. This ' | 


oh 


have a career for you..I¢ is not a career for-every- - report has raised questions about political influ- 

body. It is a career for'a few very special bright . #&2Ce+ according to.at least some. outside experts. 

men and women with talent, skills, self reliance, - aa 

self-discipline. and: initiative who seek exciting, . 

challenging: situation at. ‘demand: critical on 
‘the spot,decisions:”2.,, . 


ae OMA ta Tt er th. ale 


iy sr Tara citer oa 
ee we eS ae tl Cn | 
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LOS ANGELES TIMES (CA) 


16 July 1981 


‘Reagan Tells. “Bui Confidence’ in Casey 


__ Shrugs Off Court Ruling That CIA Chief Once Misled naa 


By GEORGESKELTON,. Times Staff Writer : Suge - Se git ; eee 


“WASHINGTON — President Rea- 
Zan expressed: “full - -confidence””. 


3 volvement a ‘decade ago in a ‘$3. Be _ madeit (the decision) yesterday af- 
- million. fund-raising effort for a. .ternoom when these matters were 
- New . Orleans’ agribusiness firm. raised and he continues the deter- 
-;while he ‘was’serving as a board: mination as of this moment.” 
io. member and secrelary of the con- “Later, however, Speakes was 
a0 Saag handed a note by another press aide 
and subsequently told reporters he 
wanted “to correct a misimpression 
: that there was a need for a pres- . 
E [Dist iudge Chaties Stewart actual : among‘ other: things, withholding =::idential decision” on whether Casey - 
~ information that the firms, Multipo-..:.should remain:on the job. All that - 
- nies, had made loans to some‘of its -.. happened, Speakes said, was that : 
=> founders,’ including Casey. “Casey... “‘the President decided that he had - 
a Played by bi and the‘other’ defendants have dis- “°. full confidence in the director.” ° : 
- puted. the judge’s sulpe ane asked ;..-The White House position on the : 
him to reconsider it. ,; ‘court case was that the plaintiffs’ .. 
wey : “charges against Casey. represented * 
“The: President. retains full con: “. sr ieanareeioan eae had been : 
; years’ during : 
fidence in ‘the. Sirector of. the’ evens “Senate confirmation hearings inte : 
fe saetarent federal posts Casey: ‘was 3 
- . appoin to. 
Speaker” adding that the ‘Adininis- “is Before Reagan nam ed Cues a 
tration would. have little to say CIA fae Speake id, th 
about the court case because it was. director, Speakes sai i 


é See's ruling:* that: Casey: 
enter it misled: ‘investors:sin. 


bankrupt: firm misled investors by 


oe 


a ai 
came: :to.- ight: in’: conjunction: with 
” news: ‘Teports: concerning. Max: A . 


"Questions Raised in May 


; ” : urt case data was reviewed by 
subject tofurther appeal.” = . 
_ ‘Questions were. raised Reagan personally expressed his - ibe counsel Fred P. Pield- 


_wher Casey appointed his longtim 
i friend, Hugel, ta the sensitive spy: 
amaster post, because Hugel lacked 
previous intelligence experience. In” 
$1980, Hugel had held a middle-leve. 
i post::in«the ,Reagan ; presidential 
%: Seu hae organization which’ Ca- 


; -- But that. was before the ‘May : 
oe foo Girector “Seourt png sone Casey- Sera ; 
~:; When Speakes was asked during wes a8 Whee Be abate reackiony, 


the daily: White House press brief- would be if the court oo is not : 
reversed. - ¥ 
ing whether there was a possibility -." “We'll j ‘et syait. oy aa see. what, 


“ste aside” from his «: 
oiecerenip Die aint canes was happens, ‘Speakes replied... 
‘fully:. litigated, Speakes answered: 7 When a. reporter asked Reagan 
‘Tate Wednesday about “the Casey: 


fet controversy,” the Pres: dent replied,* 
we, eae “There is no controversy.’ I have: 
ye responded, “The President. He x jcomplete trust in him. a 


Ainge Mirna ganna | sab. Ree et Ea, fem oe Ube) 


{pointing - Hugel a and “Casey's? in 


er mae nea ty MEY 
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WASHINGTON POST 
16 July 1938] 


‘ a 3 Months, | Not 21 2) Yvars’ 


C Causey 5, ays 


’ By Lou Cannon 
Washington Post draft Weiter’ 


CIA Director William J. Casey 


yesterday hastened to put some dis- | 


cance between himself and Max 
tiuvel, his former chief of ‘clances- 
iing operations, maintaining that he 
had known .Hugel “for: only 17 


~northsa, not 20 years,” as Hugel had: ; 


vontended. 
When Casey apvointed Hupal to 


oue of the most sensitive posts in the: 


agency, he defended his controver- 
sial action on the grounds that they 
had had a long and trusting relation- 
ship. 
VWashington. Poat yesterday, howev- 
ei, Casey backed off considerably 
fromm this contention, and disputed 
Hugel. 

When Yugel, who resigned from 
une CIN Tuesday, met with Post re- 


porters and editors with his lawyers . 


Monday, he waa asked how long he 
had known Casey. 

“About 20 years,” Hugel re- 
sponded. “We lived in. adjacent 
towas in New York, on Long Island, 
and we were both active in local Re- 
oublican politics.” ‘Phe activity in- 
cluded an unsuccessful run by Casey. 
for a congressional seat in 1966. °. 


In a telephone call to: ‘The. 


Casey, told that Hugel had said ‘ 
tie had known him for 20 years, re- 


plied, “Maybe he knew about me.” 


Casey’s comments were his first | 


on the matter since The Post re-. 


ported Tuesday that two former . 


Wall Street stockbrokers who had 


engaged in business with Hugel ae- | 


cused him of improper or illegal - 
steck-trading practices.. Hugel de-- 


nied the charges, but resigned from 
his sensitive CIA post, and was re- 


iliced immediately by a career in-- { 


telligence officer. 


on. pe? 
va 


- the Hugel affair is over. 


Yesterday, Casey also took issue with the find-: i 


ings of a federal judge in New York, who held that 


Casey knowinyly had misled investors in a $3:5 | 


million fund-raising effort for a now-defunct New 


|. Orleans company while serving asa poare: mem- 


ber and secretary of the firm. 


. - Judge Charles E. Stewart Jr. found that Casey : 
_ was one of a number of officers and directors of 
* Multiponic Inc. who permitted distribution of an - 


offering circular they knew contained false and 


. misleading i information. 


“T'didn’t mislead anyone, Gases said yeunsday: 


responsibility as a director.” 
Casey said the issue had been raised a ts con- 


‘firmation hearings and was now being “rehashed.” 


Later, White House deputy press secretary Larry 


~Speakes said Casey had raised the issue with 
_ White House counsel Fred Fielding at the time he . 


was appointed: by President Reagan to the CIA 
post. 
Casey was asked yesterday sete he thought 


“[t was over before it started,” he replied. 

At the daily White House briefing, Speakes ex-. 
pressed the president! 3 continuing support of. 
Casey. 

“The president has full Sénlidence i in the direc- 
tor of the Central Intelligence Ayency,” Speakes. 
said. 

He said Reagan had decided to keep Casey in 
his past. Speakes gave the impression that this 
was done as a matter of course, without the pres- 
ident’s giving any serious consideration to remov- 
ing him. i 

Other White House officials gave a aed im- 


- pression, and said Reagan had not even raised the 


question of the New York judge’s ruling when he 
met with Casey in the Oval Office Tuesday. 

Speakes denied that there had been any cover- - 
up in the Casey matter, because the existence of: 
the case was noted in the disclosure forms all: 
nominees are required to fill out. After Casey did: 
this, the issue was taken up with Fielding. 

Casey has important backing within the admin-. 
istration, and not only from the president. 

Sen. Paul Laxalt (R-Nev.) said after meeting 
with the president on another subject that he sop: 
ports the decision to keep Casey. - 


STAT 


0180007-1 


el e | Knew j H ugel Brielly 


“As T read it, this is a matter that involves sev- 
' eral parties, includin;; Mr. Casey,” Laxalt said. 
“To what extent he was implicated, I just frankly 


- don’t know. I know him well enough that P’m con- 


“TE didn’t prepare the circulars. I had a ee 


“ Chafee (RRL). . 


| 
: 
| 
‘} 
4 
ve 


vinced he’s doing a zood job at the CIA and 


. should be kept there until there’s clear evcence 


to the contrary.” a, 

Laxalt was Reagan”. national Sidi disecio 
during the campaign, and Casey was the national 
campaign chairman. . Laxalt said: Casey was “a 
very, very loyal supporter of Reagan” who per- 
formed a valuable service in the campaign. 

-The Senate Intelligence Comraittee has “asked 
the CIA to report on :ts hurried, seven-day back- 
ground investigation cf Hugel that failed to raise 
any warning flags -about his complex business 
dealings. Committee members expressed high re- 
gard for Hugel’s replecement, John Henry Stein, 
and noted that one of the CIA’s most pressing 
needs is personnel stability. - 

“The agency has gone through a ‘great deal of | 
turmoil over the last SIX Venus,” said Sen. John HY 


Senate sources said that the episode “ is not a 
plus for Casey, but it’s not a mortal wound, not by 
a longshot.” Another said there were no “knives - 
out” for Casey on, Cap:tol Hill. tle 

“He's put some things.in motion that should 
lead to improvement,” said Sen. Walter.D. -Hud- 
dleston (D-Ky.); secord- ranking Democrat on the 
committee. “Such as Aaving a ‘better penetration 
in various areas of tha world for gathering infor- 
mation....T hat shou! d zive us a better chance to 
know what’ 3 going on.” ; 

Huddleston’ fagreed that the ‘Hugel’ episode 

“couldn’t help ‘hut Haves a Ener effect on Mr. 
Casey’ 3 situati” 


z . 
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THE WHITE HOUSE 


Office of the Press Secretary 


BRIEFING ON CABINET 
MEETING BY 
LARRY SPEAKES 


The Briefing Room 
July 16, 1981 


(In Progress) 


MR. SPEAKES: Options until the President makes his 
final decision. 


Q Well, I don't want to know what they are, I just want 
to know what subjects -- 


MR. SPEAKES: Well, I don't even want to give you that. 


(@) Larry, are you going to have an announcement 
of full policy? 


MR. SPEAKES: Yes, there will be. The Attorney General 
was, Of course, anxious that there be quick action on this, 
and I think he set out to have it in the next couple of days. 
I don't know whether it will be that soon or not. There is probably 
a sub-group that will assemble to hammer out some fine-tuning on 
the proposal. 


Q Larry, can you give us a general idea -- are 
they in substantially in agreement? Are these options on details, 
are they major features of the program, even with -- can you 


be just a little more specific? 

MR. SPEAKES: Well, I would characterize it as substantial 
agreement on the entire program. The options are merely -- different 
aspects of the various proposals. I guess, I wouldn't want to 
mislead you, some are quite different. 


Q Was Chaffee part of this? 


MR. SPEAKES: Chaffee did come up in the course of it. 
Of course, it is separate from the overall policy. 


Q Did Guantanamo come up in the discussion? 


MR. SPEAKES: Guantanamo was mentioned, but -- 


Q That's for you, Jerry. 
Q It was mentioned. 
Q Hang in there, Jerry. 


Q Was O'Leary mentioned? 


MR. SPEAKES: Once again, we're still in a posture 
of not ruling in or out any sites that you may have heard mentioned, 
and a decision on that, while urgently needed and anxiously awaited, 
is not yet -- 


Q Larry, do you not expect a policy this week, then, on 
Fort Chaffee? 


MR. SPEAKES: Jerry, I would hate to rule out either 
Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180007-1 
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one, but just for guidance purposes, I don't anticipate it. I could 
be fooled on that. 


Q Could you hold a ruling up till I leave for 
Australia on August lst? (Laughter.) 


MR. SPEAKES: On Guantanamo? 


Q Is leaving the refugees at Fort Chaffee a possibility 


that is now being considered? 


MR. SPEAKES: No, not really. We're determined to 
fake a move. 


Q Will that mean separate announcements to -- 


MR. SPEAKES: Probably, yes. But they could come 
together. It's really just diffucult for me to give you guidance. 


On one other guidance, I do not anticipate the 
F-16 decision today. 


Q Again on guidance, do you expect it tomorrow? 

MR. SPEAKES: Possibly, yes. Probably, I guess. 
But don't hold me to that. If we -- we haven't quite decided how 
we will do it, but at any rate, if it is done from State, which is 
my guess it probably will, we will probably have it piped in here, 
and whatever paper, if there is any, will be put out here. 

Q Larry, how many sites are being considered? 

MR. SPEAKES: Sides of what? 

Q Sites. 


MR. SPEAKES: Oh, sites. It is just a long list. 


o) Well, you said that was definite about a week ago. 
Is that about right? 


MR. SPEAKES: That's what we said about it at that time, 
there are many other sites we've looked at since then. 


Q So it's a longer list? 

MR. SPEAKES: Well, yes. 

Q Well, how has it changed? 

MR. SPEAKES: Well, nothing's ruled in and nothing's 
ruled out. On a background basis, as I did earlier last week, 


it is less likely. 


Q Larry, has the administration given up all together 
then on getting Castro to take these people back? 


MR. SPEAKES: No, we haven't. It is just something 
that really has not been discussed throagh 


diplomatic channels. The wording we get is that they will not -- 


MORE 
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Q You say that there are other sites besides 
the six states that have routed about? 


MR. SPEAKES: I don't know how many there are, but there 
is an endless list of potentials. 


Q Larry, who is in the sub-group that you said will 
still be meeting? 


MR. SPEAKES: It wasn't determined. I guess it would be 
some members of the task force. It could be the Attorney General and 
White House staff type of a thing. 


Q When is that meeting supposed to take place? 


MR. SPEAKES: It was not set. 


Q If it wouldn't be tomorrow, would it be in the 
next two days? 


MR. SPEAKES: Yes, but notice that I didn't say that. 
The Attorney General said that he would lke to have it in a couple of 
days. 

That is kind of like the F-16's. That hasn't been determined 
yet. I think, for general guidance purposes, it probably will be 
the Attorney General. 


Q Larry, some aspect of the F-16 thing that needs to 
be nailed down yet, or is it a question of informing the people, or 
why is it? -- 


MR. SPEAKES: Bud McParland was continuing his consultation. 
I don't know what time, or even if he finished up there. That was really 
the final step of the consultation, and then the Secretary of State 
said at the briefing that he has not finally and formally, the President 
has not finally and formally made his decision on it. 


MORE 
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Q How long did the Cabinet meeting last? 
MR. SPEAKES: It lasted from roughly -- what was it, 
i:30 to -- an hour and fifteen minutes. 
Q Devoted entirely to the immigration -- 


MR. SPEAKES: Yes, there were one or two other topics of 
prespective legislation and things like that. 


Q Did it cover the whole gamut of the immigration 
problem including guest workers, amnesty, sea patrols, the whole shootin’ 
match? 


MR. SPEAKES: Some of it had been covered in the earlier 
Cabinet meetings. They were, as I say, I think on point nine of 
fifteen today. So they went from nine to fifteen today. 


Q Larry, did Director Casey take part in the 
Cabinet meeting? 


MR. SPEAKES: Director Casey is out of town. Bobby Inman 
did. 


Q Where is Casey? 

MR. SPEAKES: I don't know where he is. 

Q San Fransisco. 

Q Larry, on the problem of the F-16's,-is there going to 
be tonight or tomorrow morning some meeting of the mini-National 


Security Council, Haig, Weinberger, CIA and the President? 


MR. SPEAKES: I haven't looked at tomorrows schedule, 
but I don't believe there's one tonight. 


Q Well, have they all signed off on a decision? 
You say no presidential decision has been made. 


MR. SPEAKES: Well, I think they are continuing 
discussion back and forth between the White Hé6use and the State 
Department on it. I don't really know how to address that, whether 
they've signed off on it or not. 


oe 


et the fifteen points or more, that require legislation? 


Q Are there aspects of the immigration policy, one 


MR. SPEAKES: Yes. Some do require legislation, yes. 


MORE 
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Q Why does the decision making process -- the Attorney 
General said the President has now received some of the recomendations 
and has to decide, and I'm not sure how this sub-group works. Is it 


the idea that the President will pick the options he wants and the 
sub-group will go along? 


MR. SPEAKES: No. What will happen is there were some 
discussions and fine-tuning of the options and the sub-group will 
probably refine those and put them on paper and then it will go 
to the President on those two or three areas that were fine-tuned. 


Q Is Schweiker on that sub-group? 


MR. SPEAKES: The sub-group was not formally defined. 
He was on the task force, and it just wasn't stated as to how that 
was going to work. 


Q Larry, have you heard from California yet? 


MR. SPEAKES: I haven't checked on that since briefing 
time. Karna was riding heard on that so if you want to -- 


MS. SMALL: There is nothing new. 
Q It hasn't been recieved at FEMA? 


MS. SMALL: No. Nothing here in the White House, I said. 
It normally has to go to FEMA, and they have to look at it with the 
attorney. I have got a call into FEMA right now to check on it. 


Q Larry, Smith said what they wanted to do about 
immigration problems is to spread it around. Does that mean it is 
unlikely that all the refugees at Fort Chaffee will go to one 
other place, or will they go to more than one? 


MR. SPEAKES: Are you sure he was addressing the Fort 
Chaffee situation? 


Q I thought so. 


MR. SPEAKES: Well, you know the optiens are many, and 
its just so exploratory right now that they probably could go to 
more than one place. 


Q Is that the way they are leaning right now? 
MR. SPEAKES: No, I don't think so. 


Q Larry, why are they finding the Chaffee problem 
more difficult than they had initially thought? 


MR. SPEAKES: Well, everything from cost to location to 
security to politics. Local interest, all those problems enter into it. 
The cost has been the overriding problem. 


0) I gather it is considerably tougher than they 
thought it would be. 


MR. SPEAKES: That's true. The initial problem was that 
some of these sites could be upgraded fairly quickly, and I don't 
think they had considered cost at that time. Our cost had been 
figured, so once cost figures had come in, they were very high. 


THE PRESS: Thank you. 
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‘Reagan Avows ‘Complete Trust’ 
In His Embatil ed CIA Director . 


By Jeremiah: O'Leary. ‘6: tlon process. Fielding recollects that 
Washington Star Staff Writer - . the same information was discussed : 
....1n.1973 when Casey_was confirmed 
President Reagan’ ‘said“last night oe 


to-be undersecretary.of. State and.in. : 
hehas “complete: trust™in ClADIrec ty yee. when: héasaS-named. to..the—4 


tor William J. Casey, ‘who has been ‘Export-Import Bank.” 
battered: this. week, byethesr esignary x % Asked ifthe president will contin- 
tion under fire-of-histciief Spymas~# ! beltosback Caseyif the-ruling on the 
ter and disclosure’ off atjudge's. tad. S“appeal™ ‘edes against hime Speakes 
verse ruling in a lawsuit over his: _, Said, “We'll just have to wait and 
bast financial activities: ngat.cit 7 Vigeatyt +: had} SWeliexeto fc 
The president, attending a recep-~. .:.Speakes- insisted .that the. White... 
» tion’ for labor’ leaders at’. Tayloe.! “House has High ethical standards for’ '~ 
House on Lafayette Square last night,- administration - officials but that 
paused fora moment when reporters. ‘’ there are no written guidelines. He 
shouted, “What about the Casey Conse ssaid the charges: against Casey: and33 


troversy?" : So...) Avchis former. deputy diréctor for oper: 
“There is no controversy,” ‘Reagan’ *-ations at the CIA, Max Hugel, wasthe © 
said Ihavecompletetrustinhim. - “first time“ethicalSstandards have * 
ft 


~ Earlier yesterday the White House | 
-played down disclosure of theruling’“* 5 
in the lawsuit accusing: Casey and=: 
other directors of a farming compa: basis. EES EPES 
. hy of misleading investors. -Fielding’s. job.in the. ‘transition. 

Deputy White House press secre- . “Wasto review the coniflict-of-interest 
tary Larry Speakes said the presi--, ‘“forms and he‘<reviewed' the - doc-" 4 
dent indicated he was not disturbed uments in the Casey lawsuit: ~ “ 
by the ruling, which is- being ap- _ i 


*" “He_found n blem with it,” 
pealed, and noted_that-the‘facts of.” aBbeaves: aia ns “ne his onion the 


~ the case had long been known tooth-s “Somination- should have gone for- 
er White House officials:--~ Be ward: and itdid. 

“This information was provided to “SeThescourt material: he said, was 
the president's couns elon thedisclo-*™ available to the -FBI for its back- 
sure forms we all filled out when we~ ground check and ta the Senate In- 

“came aboard the administration,” \ telligenc e Committee. 
Speakes said. “The pending litiga- RA. ruling handed down May 19 by. | 
tion was listed by Casey. There was udge Charles E. Stewart Jr.in New | 
a discussion with the White House *: ‘York held that Casey and other di- : 


come- -up:-He said;some charges are 
_mcre. serious than others and deci- 
“sions will be made on‘ case-by-case- 


counsel, Fred Fielding. These forms “rectors “omitted and misrepresent- 
were furnished to the Senate Select —_ed facts”. to'investors in a firm called 
Committee on Intelligence when “Multiponics Ine. 

care went through the confirma- 


aes ee es 
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White House states faith in 
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dee ramon 


recent ruling ‘not relevanl 


Washington (AP)—President Reagan 
has full confidence in William J. Casey 
and wants him to stay on as director of the 
Central Intelligence Agency, despite a rul- 
ing he knowingly misled investors in a. 
1960s business deal, White House officials 


" Said yesterday. 


The federal judge’s ruling May 19 
against Mr. Casey surfaced Tuesday with- 
in hours of Max Hugel’s resignation as 
chier of clandestine operations. 

Mr Hugel, a Casey confidante; denied 
allegations published in the Washington 
Post that. he improperly slipped inside in- 
formation on a firm he once headed to two / 
Wall Street brokers. He said he was step-‘ 
ping aside to avoid having the allegations 
harm the administration and his col- 


: leagues at the CIA. 


While Mr. Reagan was publicly back-. 
ing Mr. Casey, CBS reported that Senator 
Barry Goldwater (R, Ariz.) was telling his 
colleagues on the Senate Intelligence 
Committee that Mr. Casey should be re- 
placed. Mr. Goldwater is chairman of the 
committee. 


' Mr. Goldwater, who was not directly ' 
quoted, has been unhappy with the way 
Mr. Casey has been running the agency 
and was particularly perturbed by the ap- 
pointment of Mr. Hugel, CBS reported. 

But Cable News Network said Mr. 


| 
| 


cious lie.” CNN quoted Katherine Gram- 
mer, an aide ta Mr. Goldwater, as saying 
that Mr. Goldwater had spoken to Mr. 
Casey yesterday and told Mr. Casey the 
Senate panel would look into the charges. 
Ms, Grammer also told CNN that the sen- 
ator told Mr. Casey, “I think everything's 
going to be all right.”” 
. The court: ruling against Mr. Casey: 
came in connection with an unrelated 
business deal in which a group of unhappy 
stockholders charged in-a civil suit that” 
Mr. Casey and other directors of a now-de- 
funct firm misled them in attempts to so- 
licit investors. 

US. District Judge Char rles I. Stewart, 
Jr., in New York said Mr. Casey and the 


| 


| 
| 
| 
| 
| 


other directors allowed distribution of a 
circular they knew contained false or mis- 


stated information and which also omitted | 


important information. 

Mr. Reagan, stopped by reporters as he 
went into a reception for labor leaders, 
said, “There is no controversy {over 
Casey]. I have complete trust in him.” 

Vice President George Bush, attending 
the same reception, was asked if Mr. 
Casey should resign. “Oh, nol,” he replied. 

Kidwin Meese II, the president’s 
counselor, played down the importance of 
the ruling, calling it a 10-year-old case 
“that’s not going to go anywhere as far as 
we're concerned. I don’t think it’s relevant 
to his position in the administration.” 

In a telephone interview, Mr. Casey’s 
New York lawyer, Milton Gold, said yes- 
terday, “We have very substantial de- 
fenses to this action. Mr. Casey says he re- 
lied on the advice of a reputable invest- 
ment firm, Glore, Forgan, and a reputable 
accounting firm, Haskins & Sells. He 
denies any misconduct.” — 

Mr. Gold said he had moved to have 
Judge Stewart reconsider his finding, and 
in any case, trial of the case has not begun 
and “we haven't had our day in court yet.” 

Mr. Gold said Mr. Casey himself lost 


$150,000 on the firm. “This is exactly the 
kind of case that arises often when inves- 


tors lose their money and sue the direc- | 


tors. They lost their money and he did 


-too,” Mr. Gold said. “There isn’t a vestige 


of personal dishonesty or lack of elemen- 

tal good faith on the part of [Mr.] Casey.” 
In a related matter, a federal appeals 

court in New Orleans has ruled that Mr. 


Casey and other directors; through their - 


management, put the firm Multiponics, 
Inc., ‘deep ana deeper into debt” through 
a “pattern of self-interest.” 

Based on that conclusion, the 5th U.S. 
Circuit Court of Appeals upheld last July a 


ruling which put Mr. Casey and the other : 
directors last in line for a share of the | 


firm’s final assets, when they were divid- 
ed two weeks ago arnong the firm's other 
creditors. 

Mr. Casey and the other directors got 
none of the $10 million, despite their 
claims of outstanding personal loans to 
the company. | 


At the White House, the deputy pness 
secretary, Larry Speakes, said the presi- 
dent did not learn of the district court rul- 
ing in New York May :9 until he saw news 
accounts of it Tuesday 

Mr. Speakes said he did not know 
whether the CIA chief informed anyone in 
the White House of the May 19 finding. 


However, he said Mr. Casey had revealed . 
the existence ‘of the pending suit and dis- - 


cussed it with Fred Fielding, now the 
White House counsel, before his nomina- 
tion was submitted. 

“The pending litigation was definitely 


. 


discussed,” Mr. Speakes said: “He [Field- | 


ing] decided that there was no prebiem.” 
Mr. Speakes said the president was 


briefed on Mr. Casey s file before submit-. 


ting the nomination. The spokesman said, 


however, he did not know specifically ; 


whether the pending suit was discussed. 
“The president retains full confidence 
in the director of the CLA,” Mr. Speakes 
said. “The matter ts still subject to further 
appeal in the court system.” 
Mr. Reagan does not want Mr. Casey to 
step aside during a possible appeal, said 


Mr. Speakes, adding tat it was “not an up 
- or down decision.” ; 


‘The president immediately decided to | 


retain Mr. Casey,” said Mr. Speakes. 

Mr. Speakes, pressed by reporters on 
how fong Mr. Reagin would back Mr. 
Casey, said, * “Well, wii just wait and see 
ie happens.” ; 
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new black eye for C1A 


ed 


it’s time to consider change in management 


se ei ne 


Hi oa PES RE g Hy Mr. Casey’s theoryrwas that an out- 

ign officials of the ‘Central Intelli- Sider might have a healthy influence: on: 
i an outfit that sometimes resembles an. 
Eastern college club. He- surely could 


have found an outsider, however, who 


| 


nay-take up only a. ‘paragraph inva: 
definitive history of the agency. "f= 


~As for Mr. Casey, a federal judge's! 


What makes the 
unsettling is ° 
named’ b 


other spy activities, had: 
qualifications for* the 
é.'m 


- Senate confirmation hearing. steel 
... These ‘types of problems; especially 

- when‘ combined “with: the ugly: stories. 
. about.-former agents* engaged ‘ in*the! 


p have been. well ,covered during. - his 


came.to light:that 
self* had: beens judged “res 
misleading investors in 
Panye sien Leek Bee 


This. soct oF oo Bh legal weapons trade!éan only blacken’ 
This sort of publicity is exactly what the CIA's other eye. Before things get 


the: agency,.which-tis-sti]]~ recovering‘ 
from the scandals.of- the-19 Os,'d 
needen VRE a ae nthe 


set SESE 


» any. worse, the, President and Congress, 
need to think about-a.ch 
agement. : ae * 


gg hewsge ee 


hose-b 


end ot William Loeb; the-reaction.. 
ary. New, Hampshire publisher, ‘and #4; 

nber; of. the Reagancarmpaign' 6:2, 
ganization.: But hei had=no. background? 
in Intelligence: wor beeen EHD oed Uns 


“bombshell@was: not: the-on! wone~ 
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1 eh es eee qoet de | ‘published allegations: that he had- ' ® Snortly before the election la 
aD LAs. Sa q '{ -improperly provided inside infor- fall, Richard V. Alien — no 
HPA: an sy av. 3 {5S : } ation to stockbrokers in 1974 in Reagan's national security advis 

7 order to stimulate sales of stock in ; ~ Fesigned from the campaign afte 


eo \ ye. cn € - an electronics firm he owned at the | the Wail Street Journal ported th: 
ok 4-3-y?. page t. " time. a | he had used his connection {| 
LiA director z eee aes 

Ls oo : / - {2 In contrastto Hugel’s fast | Richart. Nixon's White House 
By Curtis Wilkie Bo ee Pee: en : ; Pass on import-export informatio 
Globe Staff a  * | Stion hemorrhaged throughout its | 


“departure, the Carter Administra- | to Japanese business associates, 
WASHINGTON ~ Even as President Ronald:| “first sucimer four years ago over | Bomines obec neo 
Reagan was professing “full confidence” in Cia |? Se Sea ea ea a tary of state for human rights, wa 
Director William J. Casey yesterday, he was. eed its Georgia Banke belore | eh elon by the Senate Foreign -Re 
ae he va _ .¢ Jations- Committee last month:an 


confronted with the first full-blown embarrass 
tment of his Administration. ~ “=;3 “rb a as : ener we" wea Quit his quest for the job. In. hi: 
Hours’ after Casey's handpicked ' chief" of. Reagan's top aides were report~. ‘confirmation hearings, it was. dis 
clandestine operations at the CIA, Max Huget.” .€d to have been’ eager to obtain-| elosed that Nestle Corp. contribut 
resigned Tuesday after allegations arose that he | - Hugel’s resignation, but Speakes | ed to.a research institute Lefevey 
was involved in fraudulent stock market activi- “indicated that he quit before he | once headed.-The institute defend. 
ties in eens ‘White House was. hit’ bythe | “had to be. asked.to do so. “| ed Nestie’s poliey: of marketing in- 
EWS : W « ~, 2. ees re rs ae ugg : : . : 
nish lovato alanine strong |, Te White Hava eaeneaot | fan formule Soong an 
1588. se ~ahhe soe eek os a af a als vie : : te Hugel's troubles a.week ago, when = : ¥e Wiense Seana: janes G. 
In both cases, the White House‘learried of'| Fielding was: told ‘by a- “third Watt ies asenilel in His confirma. 
the charges. as-aresult of newspaper inquiries.-| Person,” ‘according to David Ger- - tion hearings because the Moun- 
Both Casey and” Hugel cleared government se’ ‘Sen. a Reagan. assistant. The mes- tain Ste tes Legal Foundation he 
curity investigations earlier this years. 74S] Sage was apparently triggered by a once headed was. sy orted b 
‘Althoughy the decision against Casey In ;Washington Post investigation into mining, il and timber interests " 
civil lawsuit was delivered by US District Judge ! ‘Hugel's background. The foundation had sued the In- 


Charles E, Stewart ia Manhattan on May 19, j After ug Retr tts es re terior Department to gain access to 
the White House did not téarn about.it until the | James A. Baker, the White House | public lands barred from: them by 

. ews broke Tuesday afternoon in the New York | the government... Watt agreed not to 
Daily News, fotowing Hugel’s resignation... . participate in any litigation be 

: Deputy White House press secretary Larry tween his former foundation’ and 
_ Speakes said yesterday that Casey “presuma- the Inter or Department. Ste Pie gees 
- bly” knew about the decision in his case, but: ® Treasury Secretary Donald T. 
had not told anyone on the White House staff Regan faced questions during his 

' gbout it for nearly two months. 2! a confirm: tion ‘ hearnings over a 
' + The judge found that Casey and other offi-- foo) : : ; . “commodities scheme called - the 
- cers ala now-defunct firm had “omitted and his staff from the impending bad oe straddle’’ ~ a method of. 
mi < ‘ts’ in a for s : ne ig i 
in an agricultural company. 7 ee S| tons ageinat Hoge oe Diese ot |= nich merill gnes & eo 
Speakes said that Casey had told Fred Field. | business Monday, Gergen said. mended to some of its customers in 
ing-~ now White. House. counsel,— of, the case the 1970s, while Regan was chair- 
earlier this year, when: Fielding was investigat-:, man of the investment firm. Regan | 
ing potential conflict-of-interest cases involving: ‘Said he never used the method bim- 
Reagan’s key appointments, However, the Pres- Self, and tented that he had ever: 
ident did not hear-of the case or the decision. : haere it to any customer of’ 
the compa ny..<-r~ ists, eorics 
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against Casey until Tuesday afternoon... tae 
'” Reagan's response, ;Speakes, said, was: "I 
have no problem with that.”’ The: President in- : 
structed. his spokesman to say that he“retains 
full confidence” in Caseycoucy ast b Ap eb coe. 
However, the case created a new problem 

for Reagan only a few hours after the Presi-\ 
cent's aides. were expressing pleasure that the 
Hugel matter. had been “‘handied quickly": 3. 
Hugel offered -his. resignation: Tuesday. 
jMorning, shortly after the. Washington Post | 


sion,. was chairman of the Reagan - 


_” After: learning ‘of Casey's own, 
court problems Tuesday afternoon,- 
Reagan “elected not toask Casey to 


Spier 


“Step aside,” Speakes said... ; 
.. The White House spokesman 
said that Reagan was satisfied that 
the CIA had not been damaged by 
‘the revelations. -“T.think we have 
high ethical-standards in this 
Administration,” Speakes said... an 
. Howeverssi members: of: the 
cee Administration have been 
ogged --with=c¢ ie afi Z 
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not 
-What the Reagan administra- 
tion and the Central Intelligence 
Agency didn’t need was a scan- 
dal. 2 
_ As the first Republican presi- 
dent to be elected since the tribu- 
lations of Watergate forced the 
resignation of Richard Nixon, 
Ronald Reagan must be particu- 
larly sensitive to allegations that 
reflect negatively on his adminis- 
tration. The CIA, its reputation 
damaged by Senate investigations 


improprieties abroad. and at 
home, desperately needs new 
successes to re-establish its repu- 
tation and credibility as an intelli- 
gence-gathering agency. 

The allegations made against 
Max Hugel, deputy director of the 
CIA’s clandestine service, are a 
major embarrassment to the 
president and to William J. Ca- 
sey, the agency’s director. Hugel 
has resigned his post, one of the 
most sensitive jobs in the govern- 
ment, after being accused of im- 
proper or illegal stock market 
practices. Sought ge 


Street brokers, . Thomas | R. 
McNell and his brother Samuel, 
that he participated with them in 
a series of prohibited practices 
that’ deceived “other investors. 
The McNells have backed up 
their charges with tape record- 
ings and documents reportedly: 
showing that Hugel provided 
them with “insider” information 
on his company, Brother Interna- 
tional Corp., in advance of disclo-. 
Sure to other investors: and the 


general public. Hageiouesbay Rel¢ass,, BRAT SIRE BB 
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be politicized 


cused of improperly funneling 
funds to the McNells’ security 
firm, the principal. trader of 
Brother International stock, 
through loans to Samuel McNell. 

While all of this is alleged to 
have: happened - before  Hugel 
joined the CIA, the disclosures 
made-his continued service with 
the agency impossible. CIA. em- 
ployees are supposed to be above 
reproach. Marital difficulties and 
financial — irresponsibility — are 
grounds for rejection. The agency} 
also screens out job applicants 
who may indulge in marijuana- 
smoking or homosexuality. 

Casey’s judgrnent must ype 
questioned. His placing Hugel in 
what is considered to be one of; 
the most sensitive posts in the! 
government was wrong from the 
outset. Hugel was not especially 
qualified for an intelligence as- 
signment, particularly one in 
which he directed the agency’s 
worldwide network of covert in- 
telligence agents. ite | 

Casey reportedlyidid not con-} 


‘|. Sult with the White House when | 
. he-hired Hugel as a deputy direc-’ 


tor. Hugel and Casey were on the! 
Reagan campaign staff and have! 
been’ friends for a number of| 
years. Casey’s motives in naming! 
a friend to such a highly sensitive | 
job are understandable. He want-| 
ed. someone he trusted. But the} 
covert operations post traditional-: 
ly has been held by an intelli-: 
gence professional and is not ap-; 
propriate for a political appoin-} 
The CIA’s security investiga-; 
ti 


Thomas vicNell claims he tr 
to contac: the personnel direc 
of Reagan’s transition - team 
wam him about Hugel’s ba 
ground. McNell’s calls: were 1 
returned ind the CIA, which t 
a reputation for thorough pers¢ 
nel checks, completed its pro 
of Hugel’s background in just se 
én days without uncovering ar 
thing adverse, Significantly, # 
CIA security investigators did n 
conduct « required intervie 
with Hugel conceming adver: 
information and inconsistencies 
Let us hope the inept handlir 
of Hugel’s Security investigatic 
and Casey's poor judgment ar 
not examples of the kind of pe 
formance we can now expec 
from the CIA. These are times j 
which our government needs ac 
curate and perceptive intel]. 
fence reports analyzing world dé 
velopments. The CIA is one agen 
cy that must not be politicized. 
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Several Senators 


Weigh Casey } robe 


By James Coates... 
ae Y a Chicago Tribune ce 
Members: of the Senate. Judiciary. ‘Committee 
: are considering ‘whether to investigate the past: 
business. - dealings © ‘of CIA - Director William - J. 
- Casey, including. possible involvement. with: hee 
tive financier Robert Vesco. - 
_ A-spokesman:for Sen. Dennis DeCeneini (D- 
Ariz.) confirmed‘that.the senator. yesterday after- 
noon began: exploring whether Republicans, who . 
.. control the Senate, will ‘authorize funds to conduct ' 
.” an investigations 2.2542; shear 
Tt was learned. gan. 
°. ing with colleagues after noting that one company 
that joined Casey.:i in: a farm product’ scheme be- 
~ tween. 1968-and"197 1 was controlled. by Investors 
-Overseas Services, “the “mutual: fund <Vesco- is. 
. charged with looting for more than‘’$200 million. - 
10S reportedly‘ owned nearly 10 percent of ie 
company, Multiponics, through an IOS eaheidiany, 
' JIT, a Geneva-based mutual fund. : 5 
‘Tt was disclosed Tuesday that a federal judge i ins 
: “New York.ruléd in. May that Casey had misled - 
: Multiponics<investors by not telling. them that » 
. large amounts-of the company’s assets were Petes : 
used to guarantee his own mortgageys"°: ; 
Casey has-been confirmed by the: Sciats for’ : 
- four top-level jobs, and during: -his: hearings has* 
. been asked about his role in urging the Securities 
’-and Exchange Commission’s chief investigator, © 
- Stanley Sporkin, to postpone a Vesco probe.. . 
‘- . During a trial. of former U.S. attorney general: . 
“ John N. Mitchell in 1974, Casey, as a prosecution * 
: witness, said that:while serving as SEC. chairman « 
" he asked. Sporkin to postpone taking depositions-' 
i in the- Vesco- case- until. after- the'-1972-election:-- 
: Casey then admitted that he made. that request. 
on the same day: Vesco donated: $200,000 in cash’ ~ 
to President: Nixon’s re-election committee.) 1} 2.2 
Sporkin has: testified since’ that. nothing im- - 
proper occurred, because he refused.Casey’s re- 
~ quest. Sporkin left the SEC this. year to serve as :. 
chief counsel at the CIA. 5 55 See 


Rs ae 
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i because he was a iriend of Mr, ge 
“He's intolerable any place in the Gov- 
ernment,’ @ senior official said of Mr, 
Casay's hiring of Mr. Hugel without 
White House approval, "It was a silly 


President Voices ‘Confidence’ 
In Casey Despite Accusations. pe ene even oificials who wel 


comed the Hugel <esignation. wera: 
; united teday in saying neither that ap-/ 
pointment nor the court ruling had hurt: 


Special to The New York Times 


WASHINGTON, July 15 — President | 
Reagan today expreased Beira 
confidence” in Wiillam J, Casey, the Di-' 
rector of Cantral Intelligence, despite 


that resulted in a court ruling against 


Judge Charles E. Stewart Jr. held 
that Mr. Casey, as secretary and a main 


an investment offering that ‘‘omitted 


Mr, Casey’s lawyers have asked for a 


two separate accusations of stock fraud (ie misrepresented facts’’ to Investors, 


ae Casey and the resignation of his top 
aputy, = , 4 : 
senior White House official said Mr, | 
Reagan talked with Mr, Casey, his for 
. mer campaign director, this morning. 
The President's axpreasion of support 
came after he listened to Mr, Casey’s 
account of the court case and the cir- 
cumstances that led ysaterday to the 
resignation of Max C. Hugel, ancther 
Reagan campaign official wha served 
as the Deputy Director of Operations in! 
thaintalligence agency, WY shes i 
Mr. Reagan also later expressed: 
amazement to another alde that the: 
press waa interested in the “old news" 
that Mr, Casey was being sued in New 
York on charges of having misled inves. 
Ss in an agricultural firm, Multiponics 
ne, % , 


Say President Waa Not Sriefed 


But Mr, Reagan's advisers insisted 
that until the present controversies 
arese, Mr, Reagan had not been briefed 
about the charges against Mr. Casey. . 
The 68-year-old Director of Central in. 
telligence had noted that he was a de. 
fendant in a stock suit in the disclosure | 
forms he filled out before his appoint- 
rrient and the matter was reviewed b 
Fred Fielding, the White House counsel, 
according to Larry Speakea, the deputy, 
White House press secretary. ' 

However, ‘it would not have been rou- 
tina for Fielding to have brought this ta 
thea President's attention and he did 
not,’? another adviser said, Since the 
ault is a civil matter, he said, ‘it would 
not have been a bar to appointment.” 


‘The Reagan adviser, who asked not to]: 


be Identified by name, alao said that no 
one faulted Mr, Casey for not informing 
the White House that the Federal Dis- 
trict Court in Manhattan ruled against 
him,and his co-defendants almost two i 
roriihs ago, on May )9, | 
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- job that many Administration officials 


reargument of that portion of the case. 
Mr, Speakes noted today that the ques- 
ition of the suit carne up in 1973, when 
i Mr, Casey was confirmed as Under Sec- 
retary of State for Economic Affairs and 
again when he was confirmed in his 
present job. ‘They ara part of what we 
knew when Mr. Casey was appoined 
C.LA. director,” Mr, Speakes said of the 
legal matters, cae 
Reagan Asks Why It Is News 

“Why are they bringing that up 
now?” Mr Reagan was quoted as asking 
this morning when Informed of the ques- 
tions about Mr. Casey. ‘‘That’s old! 
news.”’ 

As they expressed confidence in Mr.| 
Casey, however, White House officials; 
made no attempt to hide their relief over 
Mr. Hugel’s speedy resignation from a 


though him ill-suited for. 

“We've never made any bones about 
that,” one official said today. 

Mr. Hugel resigned after publication 
of accusations by former business as- 
sociates that he participated in fraudu- 
lent securities transactions in the 1970's. | 
White House spokesmen insisted the 
resignation was voluntary, but it came 
quickly after Mr. Casey was told yester- 
day that the matter needed to be settled 
before Mr. Reagan's visit to Capitol Hill 
for a lunch with Conressional laders. 

Mr. Hugel, a former electronics com- 
pany executive, had no experience to 
qualify him for a job normally held by 
professicnals in covert operations. But 
Reagan aides tolerated the appointment: 


Mr. Casey's standing at 
House. F 
investor in Multiponica, participated in| ae 


@ White: 
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oom LA Director: Willian ‘Casey What's. aoe important is s that-Mr. 
SOUT: follow. the ‘example of . Casey, the head of one of. the most , 


a 4 his protege;. Max. Hugel, who < . important: and. sensitive agencies in | 
os 


favorable image: of: Tt ., 


p that. he has:shown: grossly. bad: judg ae - Consider: the fact that Mre Hugei’s 
- ment®-He . dumbfounded: 
‘last: May -with his. decision: 


-_ business® partners profited’ fronrsome’ 
Z inside information he: leaked: about. a? ing: loss of ‘effectiveness, ihe-agency 
= cay her awied: | : 


Awa 


z resent e “cloud..of ~ government, brought in someone. pat= 
ently lacking in qualizications for one { 


ares “SOF the? mostimportant ‘and scisitive” 
"That's soundsieconservative,-" pa-=- posts in.that.agency.,It’s a. post;that’s. ; 


1 te eee = 


_triotic advice,“ meant:.to - » help- responsible for intelligence-gathering. 


Z€ a and top.. White: House: officials, When, hity: 
" over ‘the appointment. Mr. Casey: insider. business: ‘dealings, he: ‘denied 
Z continued to defend his choice; even them’ ‘but resigned anyway: - 
writing” a ~letterof sexplanation * ‘to -. Mr'Casey-. would do well to-do ‘the | 


of, only | secondary" importance _ that “ barrassment.. He has ‘already embar: 
allegations. ‘surfaced this. week (and _ rassed: the administration; to hang on 
“were published.in:this-newspaper) - to would“only-prolong: the-damagesicr>- 


Le 
i judge’ Seno: that" Mr Casey” 
: andssome-business: coleagues® know 
eS inghsmisled:investc rs ina $3. S million 
i fundyaising effort for: Ge 


strengthen the: CtAtand: promote: a’. around: the globe and for the agency’s'| 
z ~ most controversial Seer Sata 


Me "Casey's unforgivable: ‘failing: 


‘colleagues | only” “§ntelligence - background * Fwas | 
ippoint~ some post-war .work.with “the Army in 


f 


: Mr. Hugel, an old’ ‘chummy! *chiefof the.» Japan: A‘ ‘streetwise. native- of Brook-! 
_ ClA’s clandestine. service: “one2oF: -the.. lyn and reputed self-made miliinnaice:| 
- most crucial and sensitive. ‘jobs: in | Hugel reportedly acquired a. fortune ; 


government. ‘After-heated:. protests. by. in- ‘business.-dealings. rather - briskly: | 
‘with ithe” charges, about | 


5a 4 


President Reagan. = same. He'd save both the agency and 
>in the case against Mr. Casey it is . the administration considerable em- 


the’ effect: that: Mr.i Hugel .and “his~.- After. . years: “of. eroding public 


confiderice i in the CIA. ‘and the’ PEST 


Sor ee ED 


has: inally Begum: regaining - pater 
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“Spying and politics 


Filling top CIA posts is a hazardous 


| suit.in which the 
Judge has “already 


“fyresented facts to 
. ‘investors in 1968. 


‘} ments are highly 


‘| embarrassing to.. 


—si:J .the agency.and to 
CASEY “| | the Reagan admin- 


-~:. istration, The CLA: 


has enough real problems. internally 
- Without having these burdens imposed 
from the outside. Even if Hugel is cor- 
“rect in asserting that he has been 
“blackmailed” by: disgruntled former 
business partners, a top:CLA adminis- 
trator cannot..afford: everr the. ap 
ance of being so-compromised..: 2: e 
- But-it isn’t just“azqnestion: of ‘bein 
compromised: E.ven: 


.ey and: especially:' 
posts had raiséd 
tones 's 

_-. Consider’ the 


Phin 


nackgrounds. "Before 


‘going to the CIA; :Casey::headed’ Rea-.. 
gan’s presidential campaign and “Hugel - 


_ was his trusted. lieutenant. Both were 
_, wealthy businessmen.. Though Casey 


2:P'raled that Casey - 
“and. his business __ 
|, partners.misrep- . 


“! These develop. _ 


pear-- 


en: before these allega-’ 
tions surfaced, the appointments of Cas~.. 
-Hugel-to, these key’ 
yeb in ‘Washing- 

<--- ty ofthe United States.deserves, indeed 
‘i demands, better. President-Reagan_has: 
«; already: moved quickly to replace Hugel 


had worked for the Oftice of Strate vic 
Services during the war and Hugal nad | 


army in -post-war Japan, neither: rian 
had extensive knowledge of government. + 
intelligence operations. Why were they _ 
appointed? Not only because Reagan 
presumably thought. they could do -he : 
“job, but:also because they were trus:ed 
political allies of the President’sy'-.. * % 
-+Must*the CIA become. a prize-in-=he + 
political payoff stakes? Does the agency=. 
which? oversees our worldwide intelli-’ 
gence network not belong in the hands. 
of experienced professionals who wre: 
removed from-pressures of politics? 
"Reagan of course is-not the first presi-™ 
dent:.to intrude politics into a top CIA 
appointment. President Carter, to na nez; 
one, had attempted to placate the Ken- 
nedy wing of his party by nominating’ 
Theodore Sorensen for the. CLA: dirve. 
torship. The Senate didn’t buy it, eor- | 
rectly’ noting that Sorensen, a: gifted 


done some intelligence work for -he. | 


Speech writer for John F. Kennecy, | 


knew nothing about the spy businéss 
_~ In fairness, it must be mentioned that | 


. CIA directors who have risen throwh | 


the agency’s ranks do ‘not necessarily 
spell success. Richard Helms, a career 
‘man, pleaded no ‘contest. to federal 
charges of lying to a Senate committee. 
But ‘Helms was: probably right in -his 
assertion: that.the-CIA abuses ‘over! 
which he-presided were fully condoned, ! 
and -sometimes ‘ordered, by the presi-| 
dent-himself. eee a 
. »»The Helms: example, in any case, of: 


es 
shy 


3 ‘fers no brief for making the.CIA a pawn 


in the political. payoff gamé..The secuzi- 


with a career CIA officer. But:hé must. 
give broader assurances that spies. and 
Politics won't he mined. gis ins fau se 
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Be cererr 
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: MLE Oe RETO 


SEEMS A BIT 
‘MORE COVER] 
AN USUAL. 


“4 ~ 
id eer Se ies Vl FESS. 
CONN THE COLA RECS webct MUS 


i 


Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180007-1 


Washington (News Bureau)—The 
CLA found itself embroiled in un- 
wanted. controversy again yesterday, 


with its director, William J.: Casey, — 


facing a federal judge's ruling that he 


knowingly misled: investors in. a busi- eee 


ness venture 12 years ago. os" 
. The intelligence agency, ‘which ‘has 
a rocky history, was supposed to stage - 


a, DUD -, Approved For Release 2005/11/28 : CIA-RDP91-00901 R000 
Ni! YORK DATLY NEWS 
a 16 July i981 


aad dibiect to appeal so I shouldn't 
comment on the merits of the case,” he 
said. ; 

“Director Casey tas done an excel: 
lent job with the CIA,” Speakes said. 
Casey’s attorney, Arnold Jacobs, 


-.'- said it would be: inappropriate for 


a major comeback under the encourag-. 


ing hand of the Reagan administration: 
Roth Casey, 68, and the CIA declined 
to comment onthe judge’s ruling, 


which involved a civil—not a criml-- 


nal—matter. Senior White House aides 


_insisted that Casey was not in any 


trouble with President Reagan. .... 

Deputy White House Press Secret- 
ary Larry Speakes said yesterday that 
Reagan had told his top aides, “I retain 
full confidence” in Casey. ~ 


Casey to comment at this time. Jacobs. 
said the judge has been asked 0 recon- 
sider the ruling. “veies steal 

“ Casey’s problems *surtaced juss as’ 


his handpicked CIA: spymaster, Max 


~~ Hugel, 56, a New Hampshire business: 


Speakes told reporters that “these 


matters came up in the past, as far back 
as 1973. They’ve been the subject of at 
feast one and possibly two - Senate 


hearings. They were part of what we . 


ismmew when Mr: Casey was appointed to ~ 


the directorship of the CIA.” 


SPEAKES SAID HE was “reason- 
ably sure” Casey referred to the case 
on forms filled out before he was- 
nominated to the job. ~ 7 

. “This is a matter still in the courts 
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_ tracts of uncleared:land, Stewart said. 


-. Judge. Stewart’s. 19-page ruling, 
which was made oublic Tuesday, came | 


- acquired by the company, two were not! 


man-politician, resigned as deputy dire- 
ctor of operations in charge of clandes- 
tine activities because of allegations of 
stock manipulation. - ~~ 

Casey, a top aide™ in Reagan’ s 
successful presidential campaign, 
headed the Securities and Exchange 
Commission during the Nixon admi- 
nistration. He was accused by Federal 
District Judge Charles E. Stewart Jr. in 
New York of misleading stockholders. 


in a 1974 class-action suit filed. by: 
investors in a New Orleans firm called, 
' Multiponics Inc., of which Casey was | 
an officer and director. 

IN AN EFFORT to raise capital for | 
the firm, Casey and the other defen-! 
dants issued a stock-offering circular | 
in October 1968 which said. the com- 
pany’s assets at the time included 
seven.operating.-farm units and two 


But in September 1969:and July! 
1970 statements filed with the SEC, the 
firm stated that “of the seven so-called | 
operating farming units, two were. not 
operating at all at the time they Were: 


operating other than sharecropping 
and one was operating | at a Boas 
Stewart wrote... 

Stewart still must rile on , whether | 
the investors relied on the offering | 
circular to buy Multiponics’ securities 


and therefore are entitled to damages. | 


AT 


LONDON DAILY TELEGRAPH 
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pagan backs CIA 


Re 


head in 


YDRESIDENT Reagan voiced ‘ full confidence” 
his embattled Central Intelligence 


director, Mr William Casey, 
deepening scandal sur- 
rounding the organisa- 

tion. 


restore ~ “honour. and 
respect ’™-to-ithe American: 
intelligence ers is him- 
self accused... dubious 
business pract icon. in. private 


life... jf ~ Ae ping tevep haan ns yane? 


he: chatge” ‘Concerninz, Mr 
Casey, 68, is that he know- 
ingly misled investers -in a 
now-letuact farming’ company 
13 years ago. It is less serious: 
than the fraud. allegations: that 


Jed to ‘Tuesday's fall of Mr Max~ 


Hugel)the GLA Deputy Direc- 
tar: in charge of all ans enner 
ac tivities. z 


Tut, ednibmned wih abs: as 


to the judgment shown by the | 


CUA chief in appointing Mr 
Hupel im the first: place and 
re ports that.Mr. Efugel’s sereen- 
ing on. joining’ the agency had, 
been : A hentia the accusa- 
tion. ?hase-sdone . nothing to 
improve Mr: Casey’ Ss reputation, 


“Full confidence? 


Horce the White House effort 
to. bolster the CIA director's 
image. Mr Larry~Speakes, the 
President's spokesman, quoted 
Mr Reagan as. telling senior 
officials: “TI retain full con- 
fidence in. the CLA director.” 

Mr Casey~was- -alleged by a 
New... York ..judge—in (a’-little- + 
noticed ruling: of ~May'19- to~ 
have-joined ‘seven: other officers: 
of # New Orleans farming com: 
pany. named Mul tponics Ine. in. 

“omittiag’ and misrepresentiag- 
facts” in- an investment’ offer: ° 
ing. * ee 

:The- director’s lawyers are 
appealing: against the decision, 
wiich was: described by one 
Washington Jegal expert as 
arising from: the- kind ‘of: law- 
Sait: brought by . disgruntled 
investors that “any business- 
manlawyer might rim into jp 
he course of his. career.” 

The White House said the 
rhatters’ involved in the New 
York ruling had beea examined 
ducing. . the Senate hearings 
erly. this year on Mr Casey's. 
noolination . as. CIA .chief.’ 

But bebind obeial protesta--| 
ons of faith. Mr Casey’ 
sthere is no mistaking the con-: 
ccsern felt privately by White 
“House officials-- and “ NOL-SO- 


: Democrat, 
‘The CITA chief, who pro-! 
inised or taking’ office. toy & 


scandal 


Agency 
yesterday arid a 


>» {Caused contern’ 
Senator? - Daniel: “Moynihan, 
New . York, a 
member of ‘the Senate Intelli- 
gence Committee, said: i 
appointment of Mr Hugel. 
caused~ apprehension in the: 
Senate as it did in McLean ”— 
the. Washington ‘suburb which 
Js the home of the CIA head- 
- quarters. ~ : 

wif His resignation ® “causes dis- | 
may. The agency must ask it- 
“self how it failed ‘to learn what : 
the WASHINGTON PosT learned. ‘ 
The Administration must - “ask | 
itself: how it ‘allowed this dis-4 


j aster ‘to come about in the ficst 
instance.” - { 
The mewsnaper followed. upi 
its disclosures that lead to Mrj 
jin ig that the security investiga- 
‘tiog. at-the-time of his. appoiat- 
pment had been. cursory. 
Vt claimed--its investigation 
‘of Hugel appeared to have been 
‘a hurry-up, “seven-day job. that | 
‘failed to sound evea a mild 
‘alarm.’-: about his. - complex. 
business career. co ; 


Chosén by Casey 


Mr Hugel was not a Presi- 
dential appointte. He was! 
chosen by Mr Casey as an old | 
and trusted friend’ of 20 years | 
with proven managerial aes 
tise ‘ 

Ho starda: Wworksat the CIA | 
on-Jan 21 as a special assistant | 
to. Mr Casey. On March 6 he}i 
was: promoted to Deputy Direc: ; 
tor fer Administration befcre 
his appointment to the highly 
sensitive: job of Deputy’ Direc- 
tor ‘for~ Operations. but. was.”a 
complete neophytes, to intelli- | 
gence work 

The Post said - ‘that security | 
clearance had been given to Mr 
Hugel after inquiries which 
produced * not a hint of Hugel’s 
ivolatile relationship” with his 
former  business~ associates 
Thomas and Samuel McNeil. 

The Mc Nell brothers went! 
to- the newspaper with allega-| 
tions that Hugel had joined 
; them in improper and pernaps! 
iNegal Stock .Market practices | 
to improve “his « own °. firmt’s | 
shares. 

They did so, they said, after 
telephoning the White House! 
regarding Mr Reagan appoiat- 
ments. 

- Mr Hugel was decked why he 
had. not told’ the CIA security 
inspectors of the: business dis- 
pute and replied, according to 


— 


‘privately on. Capitol Hill. 


the. Post, "I did not think it 
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‘Out of Touch | 


“that you naturally wonder what Rea- 


Seems Slighily 


' 


... The most. reveal- 
“Ing aspect ‘of the! 
. Max Hugel affair 
7 may have been the 
% °. role of Ronald Rea 
gan,-which was es- 
Sentially passive, 
‘ The president, it 
™ turns out, was nev- 
“er toldy.abont. the 
“problem ™until.the 
“night: before it.was 
zrsolyed". by Hugel’s 
-*Tesignation. : ‘That 
2 was the case despite 
‘the:: factthat ‘the 
Pees White. House. chief 
BI | of staff, James: Ba: 
ker, and counsel, Fred Fielding, had 
been aware of the situation for at 
least four days and had held several: 
discussions about it with Hugel and 
CIA officials, Te) 
It is trie, as the White House took ; 
pains to point out, that Hugel was an j 
appointee of CFA Director William | 
Casey and not of the president him., 
self. But it is equally true that hei 
held one of the most sensitive posts} 
in government as.director of the | 
CIA’s . clandestine. operations. You | 
might think Reagan’ would like to! 
have known if there was trouble/ 
brewing there... - gma Sie os 
The attitude of those on the staff { 
Seems to have been that there was i 
no need to bother the president with: 
Such a detail. And, technically, that} 
is probably correct.) 0 sts: rity 
But, in one sense, this was not an 
isolated incident. Instead, it was.an- 
other case in which the White House} 
projected an image of a president soj 
far. removed- from. the nitty-gritty | 


get 3; 


7 3. 


gan does all days- 1 oy. . 
The Ernest; Lefever case is. an. ' 
other .example. » Throughout -: the 


_ weeks that controversy boiled in the | 


Senate and the press, Ronald Reagan } 
never met him. Apparently he was | 
Simply not curious enough to per-.| 
Sonally meet with the man he had } 
nominated to be assistant Secretary 
of state for human rights; “4 
The White House answer to criti-} 
cism of such incidents makes some | 
obvious sense,. We have; just Spent 
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That reputation was one of the fac-i 
tors in Jimmy Carter's political de-, 
mise. 3 | 
It now seems reasonable to won- 

der,. however, whether the new 

administration has not overcom pen- 

sated for this failure-in the spresi- 
dent’s predecessor by isolating him! 
from decisions that he should prop-: 
erly make... byeyas i ats ; 

The political risk in this kind of! 
policy lies in the: possibility it will: 
feed suspicions that Ronald Reagan! 
is not only functioning as a chair-' 
man of the ‘board but ‘one’ who! 
doesn’t attend many of the meetings. 
The picture we are getting is.one of 
the president: Spending: an: .inordi- 
ate amount of time riding horse- 
back or chopping firewood or: what-; 
EVM Sr Stake an ors 

That image. has. been, einforced; 
moreover,.by Reagan’s contin wing} 
problems. at. his press conferences. ; 
In the first of those: when he. had} 
been in office only a few-weeks, he} 
could gevaway with Vague answers, 
to specific questions. Nobody expects. 
a new president to be.an,instant eX-| 
pert on every issue: on thecontrary;) 
itis refreshing to find one-who ad-, 
mits to human fallibility, -;°-..- 

But that period of tolerance may j 
be running out. The president was j 
subjected to considerable criticism : 
for his performance in his first press, 
conference after his recovery from, 
the assassination. attempt, particu-, 
larly on such things as..his: mis-; 
Statement on the nature of the mis-, 
siles Syria has placed in Lebanon... . 

Reagan is not the first president, . 
of course, who seemed to function - 
above the rabble. As his advisers are; 
quick toremind everyone, Dwight D. : 
Eisenhower ceded a great deal of ale; 
thority to Sherman Adams and spent: 
a lot of time himself ‘playing: golf. 
And that turned out all right. pe 
+ Thatis true enough, but.there are. 
Significant differences between the; 
Situations of the two presidents. For : 
One thing, the issues: with which | 
Reagan. is ‘dealing seem far. more: 
pressing than did those confronting : 
the nation-25 years ago: For another, 
Eisenhower had a long history of in-: 
volvement in national Security mat-, 
ters that was far more : reassuring, 
‘than Reagan's limited experience. 
., No one would suggest that Reagan, 
isn’t functioning as president or that; 
he has delegated so much authority : 
‘that he has become a figurehead. On* 
the contrary, all of those. who-have; 
worked for him and known him well; 
over the years agree that he is in-| 
Sistent on making the important de- ; 


ff gion 


7400180007-1 


Politics, howey er. is the business ; 


“of perceptions. And the president's ; 


credibility and future effectiveness ,| 


-can be greatly diminished if the per- ! 


ception thet flourishes across the + 
country ts one of 4 president who is | 


the details. 


Tity initiative showed, the voters 


ot Keeping in touch with enough of | 


t 


As the reaction io the Social Secu- i 


ways know whom to blame. 


- cisions himself, And. the ig 80007-1 
leade 20064 Wak ysChe RES 4999010004001 
Inake either the predictable decision | 
or the one his advisers recommend. | 
‘to him. a? oe = tints tt 


four years witha president i 
entirely too muc ReME HAE: " 
SO much that he conveyed the im=) 
Pression he-couldn't see the forest} 
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Spies: cnoose witn care 


The Reagan administration has acted with 
appropriate dispatch in accepting the resig- 


nation of the CIA’s chief of clandestine oper- 


ations, Max Hugel, after former business as- 
sociates accused him of. improper stock 
market practices. One of the accusers Said he 
had lett a message warning the White House 


against appointing Mr. Hugel to the sensitive:. 


post — but had never heard back.. Whatever 


the circumstances,:the lesson is to Hgnten rub 


on appointment procedures-..: sete! 


For one thing, it is essential that all infor- 
mation be unearthed that might subject a spy 
chieftain to blackmail threats. Mr.-Hugel re- 
portedly now says he had received such 


threats in the past, though he did not disclose~ 


them - 
clearance, °° 7 ca 
“A Reagan ‘aide noted that Me. Hugel had 


not been chosen by the President but by Wil-” 


See Je. 


:.gence officer. John- Stein) 
i ae ide eee Ute ‘security ~- undelayed resumption of authorized secret:: 
activities 
jurisdiction. . ein VRAe ee 


liam Casey, director of the CIA. Mr. Casey 
himself is burdened by a federal court judg- 
ment that he participated in an investment.. 
venture involving misrepresentation. The rul- 
ing is being appealed..Clearly Mr. Reagan — 
and the. public — must be assured that the 


_head of US intelligence does not nave chinks 
-inhis credibility. -_. oe ge 


In the Hugel case-the Rea gan. people, un . 


- like. some previous administrations, are-not:-: 
». .fisking lingering damage by hanging onto an: 


official- under a-.cloud. The accusations - 
against Mr. Hugel, which he has publicly de- © 
nied, can now be evaluated on their merits, : 


separate from political pressures. The swift” 


appointment.of a-successor (career intelli-- 
-permits the. 


that had been sHaOee Huge! : 
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For our money, the smartest move Republi- 


“can businessman..Max Hugel made during his 


‘brief career as head of the CIA’s: cloak-and- 
dagger department-was his decision to quit. 


Hugel insists that the charges of stock man- 


ipulation that prompted his.resignation are “un-_ : 


proven and. untrue.”.. What: clearly “is- true, 


. though, is that. however effective he may have . 
been as.a Reagan campaign worker, Hugel had - 


no experience at all in high-level espionage work 
and no visible qualifications for it... 

in fact, Hugel’s original appointment seems to 
us to reflect a serious error in judgment on the 


part of CIA chief.William Casey—who himself is 


“%y 


A 


ST HU. 
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how contesting a federal judg@& Conclusion that 
he knowingly misled investors in one of his 
business ventures some years back. 

Hugel’s resignation has at least given Casey a 
chance to correct his earlier mistake—and that 
he appears to have done by promptly replacing 
Hugel with a highly respected career intelll- 
gence officer named John Stein. 

All the same, this whole uproar is bound ta set 
back President Reagan’s campaign to rebuild 
publie confidence in the CIA. Becattse of the 
agency’s monumental intelligence failure in Iran 
and widespread publicity about its illegal activi- 
ties in the ’60s and 70s, Reagan was already 
fighting something of an uphill. battle in this 
respect, And the latest revelation that a CIA 


* security check on Hugel somehow failed to turn - 
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Afterall, if our spooks can’t-even 


. the public’ record on a U.S. businessman, what 


Kind of ‘dope can we expect from them 
_ what's going on in the Kremlin? 32. - 
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